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We're Changing 
Our Name 


Now City Bank Farmers Trust Company 
has a new name — First National City 
Trust Company. This Trust Company, 
the oldest and largest organization of its 
kind in the country, has been affiliated 
with The First National City Bank of 
New York for many years. 

Our new name, First National City 
Trust Company will, we feel, reflect more 
accurately the close association of the 
Trust Company with its world-renowned 
banking affiliate, The First National City 
Bank of New York. 

Needless to say, the same quality 
and range of trust and investment services 
will continue to be provided. 

For those individuals, organizations. 
and corporations seeking experienced 
management of funds, First National 
City Trust becomes the name to call 
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GOODYEAR DIVERSIFICATION AT WORK 








The Coat That Stretches over 3 Acres 


SCENE: One of the world’s largest grain eleva- films of exceptional toughness and durability. 
tors . . . three acres of concrete, housing 


Pliolite S-5 is just one of numerous synthetic 


300.0 shels rain. ; ¥ a 
neaiaieeremmebad mes rubber resins made by the Goodyear Chemi- 


Its protective covering must resist the con- cal Division. Synthetic rubber resins are just 
crete’s alkali and moisture . . . seal out even one of dozens of product-groups made by this 
the roughest weather. The paint chosen for Division. The Division is just one in a vast 
the job is made with Pliolite S-5, Goodyear’s network of Goodyear facilities that make and 
odorless, thermoplastic resin that produces sell hundreds of products around the world. 


Pliolite—T. M. The Goodyear Tire & Rubber Company 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 


AIRCRAFT . AVIATION PRODUCTS ° CHEMICALS ° FILMS ° FLOORING ° FOAM PRODUCTS 
INDUSTRIAL RUBBER GOODS e METAL PRODUCTS ° SHOE PRODUCTS ° TIRES 
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UP City National Bank and 
Trust Company of Chicago is 
IN THE AIR via . 
down to earth with its | 


ABOUT complete, reliable ancillary 
services for any fiduciary 
ANCILLARY matter in Illinois. Our Trust 
ADMINISTRATION Department is ready at all 


IN times to cooperate with you— 


just write, phone FRanklin 2-7400 


ILLINOIS? ...or use The Bank Wire. 


TRUST DEPARTMENT 


CITY NATIONAL BANK | 


AND TRUST COMPANY of Chicago... 
208 SOUTH LA SALLE STREET 
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Conference Coverage 


Thanks very much for the “full treat- 
ment” you gave my talk at the Mid- 
Continent Conference. TRUSTS AND 
EsTATES has given fine coverage to the 
Conference, and we appreciate the gen- 
erous allotment of space. 

I was also very much interested in the 
Editor’s comment on the branch banking 
proposal in Missouri. Your analysis is 
extremely good, and | hope that our 
citizens will some day put Missouri in 


_ line with the many states that have a 


branch banking law. 
R. N. Arthur, 
Vice President 
Mercantile Trust Co. 
St. Louis 


A Great Service 
Will you forward my congratulations 


to the author of “Planning Your Estate” 
(George J. Laikin, Jan. p. 8) for an ex- 


| cellently written article that will be of 


| great service and interest both to the 
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Cover Picture . . . Symbolizing the amazing 
reconstruction achievements of war-torn 
countries of Europe, the photograph of 
Vienna shows the results of ingenuity and 
industry in rebuilding Austria’s beautiful 
capital. And as rivers such as the Danube 
(the city canal part of which is shown here) 
bring commerce and add to the richness of 
living, so has the flow of American capital 
loans made possible this re-birth of a na- 
tion’s nerve-center. European business has 
recovered its vigor to the point that Dr. 
Marcus Nadler, professor of finance at New 
York University, told the Mid-Winter Trust 
Conference (whose proceedings will be re- 
ported in the next issue) to expect continued 
and increasing competition in the coming 
months, not only at home, but importantly 
from abroad. In this issue the reader will 
find comments on investments in foreign 
real estate and its exemption from Federal 
estate tax. 


Photo courtesy of Austrian Information Service 
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professional and the layman. 
Max Caplan, 
Attorney at Law 


New York 


Election to Tax as Partnership 


I have designed a by-law, set forth 
below, for use by those corporations 
making an election under new Section 
1371 of the Internal Revenue Code. | 
presume that in order for this by-law to 
be effective in most of the states of the 
Union, it would have to be printed on 
the stock certificates. 

I should like to have your readers’ 
comments on the suggested form. 

R. O. Schwartz, 
Attorney at Law 
Manitowoc, Wis. 
BY-LAW 


In the event the corporation through 
consent of its stockholders ever elects 
to become an “electing small business 


(Continued on page 145) 
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THE STABILITY OF TRUST EARNINGS, during 
a ragged year in commercial loans and 
volatile bond prices and yields, again 
proves the advantage of building this 
backlog of bank business. More and more 
annual reports show fiduciary income rank- 
ing second — or a close third — to loan 
income. The few reporting trust department 
net uSually record an increase, which 
should become more general as old low-fee 
accounts are terminated or renegotiated, 
better equipment and methods (such as the 
common trust fund) are utilized and new 
business, especially pension trusts, is 
put on a realistic cost-fee basis. With 
this latter built-in growth factor, in- 
creased popularity of bank investment man- 
agement and extension of composite invest- 
ment available to many thousands more 
trust customers, personal and corporate 
(via pooled pension funds), the future 
looks bright enough to merit the fullest 
cooperation of bank managements. The new 
highs in assets, number of accounts and 
will nominations reported almost uni- 
versally — when comment on trust affairs 
was included — show a stronger foundation 
for trust and banking services and income. 


CURRENT INTEREST IN FOREIGN INVESTMENT 
makes especially timely the analysis in 
this issue (p. 97) of the estate tax 
Status of foreign real estate owned by 
U.S. decedents. With due regard for in- 
vestment considerations in acquiring real- 
ty abroad, such ownership can produce im- 
portant tax savings. Expressing confidence 
in the continued exemption of foreign real 
estate, the author also discusses the 
types of interests falling within the ex- 
empt ion. 


TRUST POWERS FOR LIFE INSURANCE COM- 
PANTIES — at least so far as pension trust 
Paynents are concerned — advocated at a 
public hearing last month of the New York 
State Joint Legislative Committee, were 
Strcagly opposed by spokesmen for banks 
and trust companies and the State Banking 
Depp rtment. Insurance spokesmen referred 
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to the declne in insured plans (from 49% 
in 1950 to under 40% last year) and the 
coincident rise in trusteed plans, with 
their greater flexibility and investment 
discretion. Market behavior and yields of 
equities, especially in inflation periods, 
have concededly advantaged the trusteed 
type. This fact also lies behind some in- 
surance companies' move toward "variable 
annuities". Mutual savings banks also, it 
is recalled, have urged liberalization of 
investment laws to permit stock investment 
or even Sought to obtain trust powers. The 
insurance companies at the moment seek 
trust powers only for pension money use, 
but one recalls the origins of trust busi- 
ness as part of a life insurance company 
in many instances and the subsequent Arm- 
Strong Committee investigation. Employers 
— and employees — presently have three 
alternatives: fixed-income insured plans, 
corporate trustee management, or split- 
funding. The main question is what they 
have to gain from extension of trustee 
powers to the basically different role of 
dollar insurers, with the necessary segre- 
gation of responsibilities and differing 
regulations. (See p. 136) 


INTER=-TRUST TRANSFERS OF COMMON TRUST 
FUND units do not result in recognized 
gain or loss for tax purposes, according 
to a recent decision by the U.S. District 
Court for Massachusetts. The case involved 
a trust beneficiary who upon reaching age 
21 created a new trust and directed the 
trustee, National Shawmut Bank of Boston, 
to transfer to the new trust the units in 
the common trust fund held by the termi- 
nated trust. The Commissioner ruled this 
amounted to a sale and imposed a tax on the 
gain, which the bank recovered in the 
present suit. (See p. 101) 


H.R. 3041, introduced last month by 
Ways and Means Committee Chairman Mills, 
proposes many changes in Subchapter J of 
the Code, dealing with income taxation of 
estates, trusts and beneficiaries. 
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THE BUYING QUALITY OF THE POPULATION, 
rather than the increase in its quantity 
will set the pattern of consumption in 
coming years. The idea that growth in nunm- 
ber of consumers alone determines product 
demand is a dangerous delusion for busi- 
nessmen and economists. Age complexion 
makes a big difference in buying habits: 
golf-clubs or pills take the place of 
bicycles as people age — and while popu- 
lation increased 13% from 1950-57, the 
over-65 age group increased 21%. Economic 
usefulness is the real test of effective 
demand for goods, either as it produces a 
more productive work-force or aS more peo- 
ple, economically non-productive, become 
larger beneficiaries of political "bene- 
fits." Living habits differ widely between 
urban and non-urban families and Census 
Bureau data show that while "Standard 
metropolitan area" population increased 
nearly 19% from 1950 to 1956, that in out- 
Side areas grew only 13%, though "rural 
non-farm" population in the "metropolitan 
areas’ increased a whopping 71%. The 
"marked excess of the birth rate of non- 
whites" is significant as a large propor- 
tion have below-average incomes and pen- 
Sions, and the "doubling rate" (more than 
one family per household) is twice as high 
for non-white, with consequent differences 
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in product choices. Projections of U.S. 
population in 1975 of around a quarter 
billion may bring proportionate or greater 
Supply of wealth but it seems very likely 
to face increasing demands on it by pres- 
sure groups. There is nothing automatic 
about more people bringing more prosperity 
— at least in the same proportion to each 
line of business. 


COMMON STOCKS OF 175 COMPANIES were 
newly purchased and those of 114 compa- 
nies completely sold out by one or more of 
194 Common Trust Funds reporting for the 
last quarter of 1958. Upjohn was the most 
popular newcomer. U.S. Steel had the 
greatest increase in number of funds. 

(See p. 114) 


INTRODUCING ..... 


George C. Barclay, recently retired vice president of 
City Bank Farmers Trust Company of New York, who 
has become associated with TRUsTs AND ESTATES as a con- 
tributing editor in charge of the new Trust Administration 
and Operations column of the magazine. 

The editors heartily welcome Mr. Barclay to the edi- 
torial staff, both as a columnist and an adviser, and ap- 
preciate the opportunity it gives us to round out our service 
to professional fiduciaries and allied interests. His unusually 
extensive experience in trust affairs, first in the law and 
since 1930 with the trust company, and in trust association 
activities, is known to a host of friends throughout the 
country who will as surely enjoy the continued association 
with him through the magazine. A native of New York City, 
a graduate of Harvard College and Law School, he served 
as a Field Artillery officer in World War | before practicing 
law and subsequently engaging in manufacturing with Bar- 
clay & Co. 

A pioneer in the development of the Common Trust Fund, 
he served as chairman of that committee of the New York 
State Bankers Association. Later, he was the first chairman 
of that association’s Trust Division and the Division’s rep- 


resentative on the association’s Legislative Committee. He 
also served as chairman of the A.B.A. Trust Division com- 
mittee on Common Trust Funds (1941-46), as a member 


of the committee on Trust Education, as a member and 
later chairman of the Executive Committee for two terms, 
and subsequently as president (1954-55) of the Trust Divi- 
sion. 

Mr. Barclay’s first column appears at page 101. To en- 


able him to enjoy the well-earned fruits of “retirement” 
the editors have agreed not to require a regular column if 
other concerns make it impractical to meet a deadline in 


any particular month or if, by some chance, there is a lack 
of important and timely news material. 

The editors take this occasion to express appreciation — 
and admiration — for the excellent work and cooperation 
of our other columnists: Dr. Hilary L. Seal (Pension & 
Profit-Sharing Digest), Samuel J. Foosaner (Federal Tax 
Reports), Henry A. Long (Investment Company Notes and 
Index), O. Rogers Flynn, Jr. (Corporate Finance Analyses); 
Vincent R. Fowler (Nuclear Energy Report) and Norali K. 
Donovan (Will Reports and Literature Reviews). 
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EMPLOYEE SAVINGS and INVESTMENT PLANS 


WARREN M. HARVEY 


Assistant Trust Officer, National Bank of Detroit 


ANY THRIFT OR SAVINGS AND IN- 
M vestment plans have been developed 
and offered to employees by their em- 
ployers over the years to afford such 
participants a systematic method of sav- 
ing and investment in stocks and bonds. 
Until recent years, employers offered a 
plan whereby the employee participant 
is given the opportunity to acquire stock 
of the employer company at market 
prices involving a minimum cost with 
respect to brokerage commission, tax, 
postage, etc. This is accomplished by 
monthly group or mass purchases of 
stock for all participants who have ac- 
cumulated sufficient cash in their re- 
spective accounts to purchase one or 
more full shares of stock. All commis- 
sions and charges, other than principal 
cost, involved in each group purchase 
are pro-rated among the participants, 
resulting in a reduced cost per share, or 
in some cases are absorbed by the com- 
pany. One disadvantage of most of these 
plans is that the participant’s allotments 
remain uninvested until such time as he 
has accumulated sufficient funds in his 
account to cover the purchase of one or 
more full shares. 

More recently, another type of plan 
has been adopted by many firms in in- 
dustry for eligible employees with an 
additional incentive for savings. In ad- 
dition to the employee monthly allot- 
ments or contributions to the plan, the 
employer contributes a stated percentage 
of the amount contributed by the em- 
ployee. This article will deal entirely 
with this type which is known by a 
number of different names such as sav- 
ings and stock bonus, thrift, and savings 
and investment plans. The last men- 
tioned seems to describe them most ac- 
curately. 

These plans provide for employee sav- 
ings through payroll deductions, and 
the company also contributes according 
to a definite formula. The funds are de- 
posited in an irrevocable trust adminis- 
tered by a bank or trust company with 
the employer share allocated among the 
employees’ accounts in a specified ratio 
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to their savings. As 
a rule, these plans 
provide for the 
purchase of the 
employer's com- 
mon stock. How- 





ever, in certain 
plans, only the 
company share is 


so invested while 
the employee contributions are invested 
in U. S. government bonds. 


Purposes and Eligibility 


Savings and investment plans are of- 
fered as a means to a savings for the 
employees’ foreseeable or long-range 
needs, to encourage thrift and to pro- 
vide a sound program for investment. 
Further, the employee by becoming a 
stockholder in the company for which 
he works, acquires a direct interest in 
the affairs of his company and its earn- 
ings. The employer company gains to 
the extent of personnel retention, since 
its part of the contributions — and the 
earnings thereon — vest in the partici- 
pant according to the length of time the 
employee’s savings remain in the pro- 
gram or the length of his service with 
the company. Accordingly, an employee 
who has been a participant in the plan 
for a number of years will give due and 
careful consideration to the amount of 
company contributions that will be for- 
feited if he leaves prior to the maturity 
of such plan or retirement age. 

Most plans presently in effect base the 
eligibility to participate on the length 
of the employee’s service. Others specify 
that the employee is eligible providing 
he is currently a participant in the com- 
pany’s retirement, pension or annuity 
plans, which in themselves normally re- 
quire a period of service in order to 
participate. Thus, the basis of eligibility 
is directly geared to personnel who have 
been continuously employed by the com- 
pany for at least one year or more. Some 
plans provide that salaried employees 
alone are eligible while others cover 
both salaried and hourly-rated. In all 


plans the election to participate is volun- 
tary on the part of an eligible em- 
ployee. 


Employee and Company 
Allotments 


Participants may authorize the com- 
pany to deduct from each paycheck 
such sums as are permitted under the 
given plan. These are usually stated 
percentages of base pay and range from 
2% to not more than 10%, frequently 
with a maximum dollar limit annually 
for any one participant. A few plans 
allow the participant to contribute 
additional amounts, providing that the 
total of such amounts for the year does 
not exceed the maximum limits set 
forth. Quite frequently, plans provide 
that deductions must be in even dollar 
amounts and not less than five dollars 
per month, to facilitate the bookkeeping 
and maintenance of the participant’s ac- 
count, which is generally maintained by 
the company rather than by the trustee. 


The participant may, of course. tem- 
porarily suspend or change the amount 
of his allotments from time to time upon 
giving proper notice. 

These plans may be qualified as profit- 
sharing trusts and thereby become ex- 
empt from income tax until distribution 
is made. 


Under such qualified plans, the em- 
ployer contributions are paid from cur- 
rent or accumulated earnings, and may 
be a stated percentage of the employee 
monthly savings, a variable percentage 
based on the relationship of the com- 
pany’s net earnings to net sales for 
each year, or a percentage determined 
by the net earnings expressed on 4 
graduated-scale basis. Accordingly. com- 
pany contributions will, among the vari- 
ous plans, range from 25% to 10% 
of the employee savings, dependent upon 
annual earnings. 

Such contributions of the comp#ny 
are all held subject to becoming ve='ed 
or earned out in part or in full. ‘he 
portion of the company contributio1 ind 
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earings thereon which do not vest in 
withdrawing employees are forfeited by 
such employees. The value of such for- 
feitures may either be applied by the 
company against subsequent contribu- 
tions or be credited proportionately 
among the accounts of the remaining 
participants, but it is covenanted in all 
such plans that no part of such contri- 
butions shall be recoverable by the com- 
pany or used for any other purpose. 
Contributions made by the company to 
such qualified plans are a deductible ex- 
pense of the company on its income tax 
returns. 


Investment Options and 
‘Averaging’ Value 


In some plans, the participant may in- 
vest his savings only in U. S. Savings 
Series E Bonds: others provide that part 
be invested therein and the balance in 
stock of the employer company. Certain 
plans provide a further option to the 
participant to invest his savings in 
either of these or a balanced portfolio of 
stocks and bonds. 

The participant usually has the op- 
tion of changing his election each year 
as to his choice of investment, with such 
limiting factors as are necessary to re- 
duce administrative problems. 

Purchase of stock of the employer 
company by the trustee may be ac- 
complished by several methods such as: 


(a) Purchase on the open market 
monthly or at _ periodic intervals 
throughout each month. 

(b) Purchase privately at 
more than market price, or 

(c) Purchase from the employer 
shares of the company’s authorized 
but unissued stock at not more than 
market price or at the applicable 
average closing market price. 


not 


Since many plans provide for stock 
purchases to be made each month, the 
result is favorable to the employee in 
that fixed sums are invested in stock re- 
gardless of the level of market prices, 
resulting in more shares being pur- 
chased when the price is low and less 
When the price is high. Thus, the cost 
of shares purchased over a period of 
time under the weighted dollar average 
is usually less than the cost based upon 


the arithmetical average of the monthly 
prices 


Vesting of Contributions 


Th» extent to which the company con- 
tribui'on vests in the participant is 
usual » contingent upon the length of 
lime the employee’s savings or allot- 
ment: remain undistributed in the pro- 
gram Under this method there is pro- 
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vided a scheduled period of cumulative 
months or years the employee monthly 
savings remain in the trust, whereupon 
he would be entitled to receive a stated 
percentage of the company contributions 
and earnings in the event of withdrawal 
of part or all of his savings. 


Other plans base vested interest on 
the length of continuous service with the 
company. This method of vesting per- 
mits, for example, vesting 20% after 
five years of service and an additional 
20% for each year thereafter until the 
ninth year of service, at which time all 
employer contributions and earnings 
become vested. 


It has been noted that where such 
liberal vesting exists, the participant is 
restricted from withdrawing his savings, 
except for emergencies involving him- 
self or his family and then only to the 
extent of his own savings and the earn- 
ings thereon. The company contribution 
and applicable earnings are not dis- 
tributable until the participant _ ter- 
minates his employment with the com- 
pany for any reason. Most plans pro- 
vide that a participant who is discharged 
for cause will forfeit all related employer 
contributions to his account. 

Income received on investments is 
generally invested in the same securi- 
ties from which such income was de- 
rived, e.g., dividends received on com- 
pany stock is invested in such stock and 
interest on bonds is invested in like 
bonds, and a participant record main- 
tained for tax purposes. 


Distributions 


While plans vary considerably, pro- 
vision is often made for either or both 
of two types of funds under the pro- 
gram, whereby distributions of em- 
ployee savings and company contribu- 
tions for given years plus their respec- 
tive earnings are paid over to the par- 
ticipant at the end of a short-term or 
long-term holding period. 

Where a periodic (short-term) dis- 
tribution is provided, this ranges gener- 
ally from three to five years. In certain 
plans, employee savings for each year 
must be held by the trustee for the re- 
quired period of time to vest 100% in 
company contributions. This periodic 
distribution type of fund is elected by 
those participants who desire to receive 
their savings at such intervals. 

The terminal (long-term) distribu- 
tion emphasizes the values of long-term 
thrift. The savings and contributions 
are distributable at retirement, employ- 
ment termination or death. During the 
several years his savings remain with 
the trustee, the earnings on both his 
savings and company contributions are 
continuously reinvested. After the speci- 
fied holding period, the employee may 
withdraw all or any part of savings 
purchased with his allotments without 
forfeiture of savings purchased with 
company contributions. The latter must 
remain in his account until his empley- 
ment is terminated. The basic goal of 
this type of fund is the accumulation 


(Continued on page 149) 
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NECURITY TRANSFERS EASED 


Under Uniform Commercial Code in Massachusetts 


ELLIOT G. KELLEY 


Assistant Vice President, Old Colony Trust Company, Boston 


HE UNiIroRM COMMERCIAL CODE 

has been in force in Massachusetts 
since October 1 last. Article 8 of the 
Code as passed is identical with the 1957 
official text except for minor changes of 
no substantive effect. 

My Company had already adopted 
rules which reduced our paper work to 
a substantial degree. It was, therefore, 
only a short step to operate under the 
new provisions. My studies of the Code 
and its application to practical situations 
found in our daily work, have left with 
me a sense of security and protection 
from its provisions. If we do our job 
correctly by observing requirements re- 
lating to taxes, check out adverse claims 
and obtain a reasonably reliable guar- 
anty of signature, there should be less 
risk than we formerly incurred. Even the 
examination of a living trust instrument, 
which is not directly under the jurisdic- 
tion of a probate court, can be avoided 
many times by the acceptance of a certi- 
fication of incumbency. This possibility 
is recognized by the Code. If examina- 
tion of the instrument cannot be avoided, 
we are on notice of its contents as for- 
merly. 

The situation as to living trusts will be 
alleviated when amendments approved 
by the Editorial Board of the Sponsoring 
Organizations are adopted by the legis- 
lature. These amendments were proposed 
for two main purposes, first, to make the 
text compatible with the Short Uniform 
Act on Simplification of Fiduciary Se- 
curity Transfers* and, secondly, to per- 
mit examination of living trusts to con- 
firm incumbency without thereby charg- 
ing us with notice of contents for other 
purposes. 

Pennsylvania, I am told, will be asked 
to up-date its statute to conform to the 
Massachusetts act and incorporate these 
latest changes. We would then have three 
jurisdictions which had approved the 
code, Kentucky being the third effective 


From address at Annual Meeting of New York 
Stock Transfer Association, Dec. 6, 1958. 

*See T&E, Oct. 1958, p. 906. This Act is in sub- 
stitution of the Model Fiduciaries Securities Act, 
already passed in Illinois, Connecticut and Dela- 
ware. 
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July 1, 1960. It is my personal hope that 
other states will quickly follow suit so 
that the code provisions will be available 
to the fullest extent. 

Article 8 applies to Investment Securi- 
ties. This term embraces stock certifi- 
cates, bonds, debentures and similar ob- 
ligations including those of governments 
and municipalities. Some of these did 
not qualify as negotiable under the Uni- 
form Negotiable Instruments Law or 
come within the rules of the Uniform 
Stock Transfer Act. 

The Code includes transfers by indi- 
viduals, agents, pledgees, life tenants, 
joint tenants and corporations which are 
not included in either the Model or Uni- 
form Short Act. The Uniform Stock 
Transfer Act has served well but has not 
kept up with changes in commercial 
practice and provides none of the pro- 
tective provisions which later enactments 
by some states have attempted to incor- 
porate in their laws for the benefit of 
issuers and transfer agents. I refer to 
the Uniform Fiduciaries Act and acts 
passed by individual states on various 
theories. But these have not been relied 
upon except in limited areas. The boldest 
attempt was the Massachusetts statute 
under which we at the Old Colony Trust 
Company and The First National Bank 
of Boston have progressively relaxed 
transfer requirements over a period of 
more than 30 years, during which time 
not once has any transfer recorded under 
that law, without papers, been the cause 
of legal action or, indeed, of any ques- 
tion whatever as to rightfulness. 


Signature Guarantees 


The cornerstone upon which require- 
ments for transfer are built is the signa- 
ture guaranty. Its meaning is now clear- 
ly defined. The code guarantor does not 
assume liability for breaches of trust. 
But he definitely gives three warranties: 


1, the signature is genuine, or con- 
versely, is not a forgery. 

2, the signer was an appropriate 
person to endorse. 


3. the signer had legal capacity to 
sign. 


Whether a guaranty executed in a 
code jurisdiction in connection with a 
transfer to be registered on the books 
of a non-code corporation in a non-code 
state would carry the code warranties is 
uncertain and the question probably can 
be resolved only by court decision. It 
has been my feeling that a guaranty ex- 
ecuted in a code state would carry the 
code warranties. 


“Appropriate Person” 


In Section 8-308 of the Code will be 
found provisions taken from the Uni- 
form Stock Transfer Act. Subsection 
(3) defines the “appropriate person” 
under different conditions. The person 
named on the security or by endorse- 
ment is appropriate be he an individual 
or a fiduciary, a corporation or other 
organization (the latter acting through 
authorized officers.) Where a fiduciary 
is named thereon and is no longer act- 
ing, his successor is the appropriate per- 
son. 

A question has arisen about the case 
where more than one person is named 
as fiduciary and the signatures of all do 
not appear in the endorsement. For pur- 
poses of code transfers it is clear from 
the wording that the appropriate person 
will be the one or more fiduciaries who 
continue to act whether or not any new 
appointment had been made. It is felt 
by some that because this rule is dif- 
ferent from the substantive probate law. 
brokers, banks and _ transfer 
should, if they had actual knowledge of 
a new appointment, obtain the signature 
of the new appointee as well as those of 
the continuing fiduciaries. In the event 
any objection is raised because of such 
a request, it is our plan to refer to our 
counsel. I am sure that any resultant de- 
cision would be on a practical rather 
than a technical basis considering the 
merits of each such case. 

The other rules of endorsement are 
not changed. It is specified that whether 
the person signing is appropriate |s de- 
termined as of the date of signing. 

This section ends with a proyi-i0D 
containing substantially the same :an- 
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guage as the proposed Uniform Short 


Act. 


Warranties of 
Presentor 


Further inducements in favor of the 
transfer agent appear in other sections, 
e.g. 8-306. A presentor, except a bona 
fide purchaser, warrants that he is en- 
titled to have his transfer registered on 
the books of the issuer or that he is 
entitled to payment or exchange. The 
bona fide purchaser, as a presentor, war- 
rants only that he has no knowledge of 
any unauthorized signature in the en- 
dorsement. 


Adverse Claims 
Section 8-404 states that in registering 
a transfer we are not liable to the owner 
or any other person suffering loss if we 
perform our duties relating to:— 


1. collection of taxes, 

2. inquiring into adverse claims, and 

3. necessary endorsements (8-308) 

All of us have worried about the ex- 
tent to which a large organization such 
as a bank may be affected by some form 
of notice coming to some obscure de- 
partment or person in the general or- 
ganization. General law outside of the 
Code is far from satisfactory on this 
problem. A corporation is a single legal 
entity and courts have frequently said 
that great size does not save a corpora- 
tion from this fact. The Code does not 
eliminate this problem entirely but it 
clarifies and reduces it and, in the case 
of securities transfers by the Stock 
Transfer Department, reduces the prob- 
lem very materially. 

Section 1-201(27) contains the follow- 
ing definition: 


“Notice, knowledge or a notice or 
notification received by an organiza- 
tion is effective for a particular trans- 
action from the time when it is 
brought to the attention of the indi- 
vidual conducting that transaction, 
and in any event from the time when 
it would have been brought to his at- 
tention if the organization had exer- 
cised due diligence.” 


Of course, it would have been nice if 
the Code had said “An organization re- 
ceive no notice until the person han- 
dling it receives notice”; but the Code 
was not written exclusively for big cor- 
Porations and further any such rule 
would be an invitation to channel infor- 
mation away from the officer or employ- 
ee handling it. 

We think this definition is helpful in 
lying notice to the person conducting 
the trnsaction and in stating some rule. 
Insofar as it requires “due diligence” to 
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bring information to the attention of the 
person conducting the transaction we 
think this requires reasonable proce- 
dures for communicating what appears 
to be important information to affected 
persons and departments; but we think 
this duty has always been with us and is 
nothing more than sound banking in 
any case. 

However, in the case of securities 
transfers where we act as transfer agent, 
the Code provides very significant relief. 
Section 8-403(3)(c) provides that un- 
less we have received a definite notifica- 
tion of an adverse claim, in most cases 
the usual stop order, or unless we de- 
liberately elect to investigate a transfer 
and both require and obtain unneeded 
documentation, the issuer and transfer 
agent has no duty to inquire into adverse 
claims and in particular 


‘is not charged with notice of the 
contents of any court record or file 
or other recorded or unrecorded docu- 
ment even though the document is in 
its possession and even though the 
transfer is made on the indorsement 
of a fiduciary to the fiduciary himself 
or to his nominee.” 


When we receive a stop order, our 
course is clearly marked. We may notify 
the adverse claimant by registered or 
certified mail that the security has been 
presented for transfer by a named per- 
son and that we will register the transfer 
unless within thirty days from the date 
of mailing we receive either a court re- 
straining order or an indemnity bond 
considered good by us. No longer need 
we worry about possible liability to the 
person presenting the security for trans- 
fer for refusal to transfer immediately. 

The Code further clarifies the duty of 
inquiry by pointing out that it is not 
necessary to inquire into the existence, 
extent or correct description of the 
fiduciary relationship. Those who now 
require papers to prove that a trust is in 
existence or that a person has the ap- 
pointive capacity described in the trans- 


feree designation may discontinue such 
practice. We will continue, however, to 
obtain descriptions of new accounts 
which will conform to present practices 
in registering titles of ownership. 


Operating Procedures 


Representatives of Boston transfer 
agents have indicated a desire to register 
transfers, when proper under the Code, 
upon a suitable signature guaranty only. 
There are, however, several reasons why 
the full step will not be taken for the 
time being. 

Our brokerage firms did not have the 
advantage of early study of the Code 
through a Committee like our Bankers’ 
Code Committee. We want to give the 
brokers a little more time to “find” 
themselves. 

Another reason is that we are not 
relieved of responsibility relating to the 
collection of taxes. Without a certificate 
of appointment presented with stock in 
the name of a decedent, we do not know 
whether the jurisdiction is one requiring 
an inheritance tax waiver or whether we 
are dealing with property owned by a 
non-resident of the United States and 
consequently should obtain a transfer 
certificate. 

In addition there is some uncertainty 
about the conflict of laws problem. 
Specifically, we might be dealing with 
a code state corporation and a code state 
guaranty but with a fiduciary acting 
under the jurisdiction of a California 
court. Uncertainty could be removed by 
widespread adoption of the Code. Our 
conclusion is that the Code and court 
cases on which it is based make it pos- 
sible for us to deal with fiduciaries ap- 
pointed in non-code states as long as the 
two requisites are present—i.e. a code 
state corporation and a code guaranty. 

Section 8-402 provides that we may 
require some assurances that endorse- 
ments are genuine and effective. These 
consist of the signature guaranty not a 

(Continued on page 148) 
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SECURITY HOLDINGS of INSTITUTIONAL INVESTOR 


Survey Shows Trust Institutions Hold Majority of $180 Billion Tot 
of Stocks and Corporate Bonds 


HE MAJOR ROLE OF INSTITUTIONAL INVESTORS AS BENE- 

ficial or outright holders of the nation’s corporate securi- 
ties is clearly shown by data gathered by Trusts anp Es- 
TATES for the seven types of institutions reporting such 
holdings to the aggregate of some $80 billion in bonds, $18.6 
billion in preferred stocks and $84.9 billion in common 
stocks. This compares with a total value of all New York 
Stock Exchange stocks of $196 billion and bonds of $106 
billion. 

Trust holdings (trust departments of banks and trust com- 
panies) of about $108 billion account for 59% of the total 
institutional portfolios, the majority of which—$62.7 bil- 
lion-——is in common stocks. Next highest were life insurance 
companies with $44.2 billion but only $1.9 billion of this 
was in common stocks. Investment companies, both open 
and closed-end, held the third largest amount of corporate 
securities—$14.2 billion—but were second in equity hold- 
ings with $11.3 billion. Third largest common stockholders 
were Fire and Casualty Insurance companies with $5.8 bil- 
lion. Further details on these portfolios and those of Col- 
leges & Universities, Foundations and Mutual Savings Banks 
are shown in the chart below (which is not proportionate). 


The figures for Trust Institutions include funds held in all 
personal trust and agency accounts, pension trusts, estates, 
guardianship and related fiduciary functions, but not. of 
course, bonds and stocks held by corporate trust depart- 
ments as trustee or agent. Varying classifications and valua- 
tion methods of the trust institutions make it impossible to 
obtain accurate figures in many cases, but generally the 
totals given cover investments over which the fiduciary has 
investment or advisory powers. While some safekeeping or 
simple custody accounts involving no investment jurisdiction 
are included, the aggregates are probably understated or 
offset by the fact that many report stocks in their accounts 
at control values of $1 a share or at original rather than 
market values. 

In the absence of official totals by type of securities held 
in trust departments, the ratios obtaining in all bank-admin- 
istered Common Trust Funds have been projected as they 
are exact and typical of at least the major share of fiduciary 
investing practice. These Funds now number 320 with total 
investments of $214 billion, administered by 242 banks and 
trust companies in 42 states. Hawaii and the District of 
Columbia. 


CORPORATE SECURITY HOLDINGS 
(IN BILLION $) 


TRusT INSTITUTIONS (Fiduciary Funds) 
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SOURCES OF DATA 


Trust Institutions: (for national banks); Report of Comptroller of the 
Currency as of Dec. 31, 1957. (for state banks) State Banking Depts. of 
Ariz., Cal., Colo., Conn., D. C., Fla., Ida., Ill., Ind., Kan., Me., Mass., Mich., 
Mont., Nev., N. H., Ohio, Ore., Pa., R. I., S. C., S. D., Tex., Utah. Vt., 
Wash., W. Va., Wyo.; other states are estimates as to state banks and trust 
companies based on known figures or ratios. Figures are as of Dec. 31, 
1957 or June 1958. 

Life Insurance Companies: Institute of Life Insurance 
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Investment Companies: National Association of Investment Compa! 

Fire & Casualty Insurance Companies: Best’s Fire & Casualty Age?" 
and Averages for 1958 

Mutual Savings Banks: National Association of Mutual Savings Bat 

Colleges and Universities: Boston Fund (for 63) and direct reports 
17) 

Foundations: Ratios from reports by 52 foundations applied to re. 3 
son Andrews’ June 1958 estimate of $7.2 total for all foundations 


wm 


Trusts AND EsT‘ 








th 


all 
of 
irt- 
ua- 
to 
the 
has 
or 
ion 
or 
nts 
an 


eld 
vin- 
hey 
ary 
otal 
and 


of 








Estate Tax Exemption of 


Foreign Real Estate 


WALTER A. SLOWINSKI and JOHN F. CREED* 


HE ONLY PROPERTY EXPRESSLY EX- 

cluded by Federal estate tax law 
from a decedent’s gross estate is “real 
property situated outside of the United 
States.”! There is litthe or no evidence, 
however, that investment in foreign real- 
ty has been availed of to any appreciable 
extent as a means of diminishing the 
taxable estate. This neglect would seem 
to be unfortunate for, properly em- 
ployed, such investment could constitute 
a valuable weapon in resourceful estate 
planning. 


History and Present Policy 


Effective estate planning must contem- 
plate not only current law, but as well 
the likelihood that such law will continue 
in force. The survival of any law is, of 
course, inextricably rooted in its his- 
tory and in the endurance of the policy 
which motivated its enactment. 

The exclusion from estate taxation of 
real property located outside the United 
States had its origin in 1918, in an opin- 
ion of the Attorney General.? which ap- 
pears to have rested primarily on con- 
siderations of policy: 


“The plain sense of the matter is 
that real estate in a foreign country, 
unlike personal estate there, cannot 
be enjoyed as such in any true sense 
without the protection and supervision 
of the laws of the foreign jurisdic- 
tion in which it is located.” 


It was not until 1934, however, that 
ihe exclusion of foreign real estate be- 
came a specific provision of the tax law.* 
The Senate Committee Report based the 
exemption on the 


. almost universally established 
principle of estate taxation that real 
estate should be subject to death 
duties only in the country where situ- 
ated. To tax such real estate will 
mae it difficult for many Americans 
to live in foreign countries in the in- 


This article is based on a speech delivered by 
Mr. Slo winski before the Estate Planning Council 
of Indi: napolis on September 25, 1958. 

*Mr. Slowinski and Mr. Creed are attorneys in 
the Wa.hington, D. C. office of the Chicago firm 
of Bak« . McKenzie & Hightower. 

‘Sees 2031 (a), 2033. 

“31 O'S Att’y Gen. 287. 

“48 Siit. 754, Title II, See. 404 (1934). 
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terest of foreign trade, for they will 

be subject to a tax burden much 

greater than that imposed on for- 
eigners in a similar situation.’ 

Perhaps this principle can no longer 
be said to be “almost universally estab- 
lished,” in that many countries includ- 
ing Belgium, The Netherlands, Israel, 
Sweden, and Denmark, impose death 
taxes on foreign real estate. It is of sig- 
nificance, however, that the countries 
more experienced and sophisticated in 
taxation, including the United Kingdom, 
Switzerland, Canada, France, and Italy, 
maintain the exclusion of foreign realty 
from estate taxation. Of perhaps even 
greater significance is the fact that three 
of these countries, the United Kingdom, 
Switzerland, and Canada follow the 
United States pattern of taxing citizens 
on world-wide income. 

The effect of the exclusion ultimately 
shall be to stimulate investment in for- 
eign real estate. This development would 
seem logically consistent with the ulti- 
mate aim of the foreign aid program. 
Land investment is fundamental to both 
the industrial and agricultural develop- 
ment which motivates foreign aid. Re- 
peal of the exclusion cannot but hamper 
such investment. Without the incentive 
provided by the exclusion, the normal 
investor is understandably reluctant to 
undergo the risks and uncertainties in- 
herent in investment in foreign real es- 
tate. It would be paradox indeed were 
this country to promote capital invest- 
ment abroad through the costly medium 
of economic aid, while at the same time 
discouraging such investment in foreign 
realty by abolishing the exclusion. 


What Law Governs 


In determining what rights or inter- 
ests in foreign real estate qualify for ex- 
clusion, first consideration must be given 
to the question of whether United States 
law or the law of the situs governs such 
determination. 

This question was first raised in Fair 
v. Comm.® That case involved Federal 


4S. Rep. No. 558, 73d Cong., 2d Sess. 46 (1934). 
591 F. 2d 218 (3d Cir. 1937). 


estate taxation of Cuban hypotecas 
(mortgages on Cuban land. not involving 
the personal liability of the mortgagor, 
but payable solely out of the real estate) 
held by the decedent at the time of his 
death. Under Cuban law, hypotecas are 
classified as “immovables,” a term in 
civil law substantially equivalent to the 
common law term, “real property.” The 
Third Circuit, impliedly adopting the 
argument of the dissenting opinion of 
the Board of Tax Appeals “that the 
nature of property or of rights thereto 
and the conditions governing its trans- 
fer must be determined by the lex situs,” 
reversed the decision of the Board and 
allowed the exclusion. 


Subsequent decisions have created 
grave doubt as to whether the rule of 
lex situs can safely be said to deter- 
mine the character of interests in real 
property for purposes of the exclusion. 
Biddle v. Comm.® involved British tax 
law which required stockholders in Brit- 
ish corporations to report as income not 
only the amount of dividends actually 
received, but amounts which reflected 
their proportionate share of the tax paid 
by the corporation on its own profits. 
The principal issue was whether these 
latter amounts constituted “income taxes 
paid ...to [a] foreign country” so as 
to be creditable against United States 
income tax under the Revenue Act of 
1928. The Supreme Court rejected the 
argument that British law should control 
the determination of whether an individ- 
ual had in fact paid an income tax to 
the British government, stating: 


“The expression of ... [the] will 
fof Congress] in legislation must be 
taken to conform to its own criteria 
unless the Statute, by express lan- 
guage or necessary implication makes 

[its] meaning .. ., and hence 
operation ..., depend upon its charac- 
terization by the foreign statutes and 
by decision under them.” 


Accordingly, the tax credit was disal- 
lowed. 


The Biddle decision did not, of course, 


6302 U.S. 573 (1938). 
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involve foreign real property and for 
this reason is readily distinguishable 
from Fair v. Comm. Notwithstanding 
this fact, a strong and seemingly logical 
argument can certainly be mounted to 
apply the above-quoted language in con- 
struing the term “real property” for pur- 
poses of the exclusion. Under that argu- 
ment the failure of Congress to provide 
for definition of that term under lex 
situs, and the absence of “necessary im- 
plication,” would necessarily require its 
definition under United States law. 

In de Perigny v. Comm." the Tax Court 
faced the question of whether the value 
of 99-year leases of land located in 
Kenya (and exchangeable at the lessee’s 
option for 999-year leases) should be 
excluded from the decedent’s gross es- 
tate as “immovable” property. The 
court stated that “it is of little moment 
how these property rights in real estate 
are defined under Kenya law.” Congres- 
sional intent was declared to be the con- 
trolling factor. The court concluded that 
it was “realistic and logical that, in 
choosing to exempt ‘real property’ Con- 
gress .. . [must] have intended to ex- 
clude . . . such a virtual fee simple as a 
999-year lease.” 

From the foregoing it would appear 
that the rule of lex situs presently en- 
joys at best uncertain status regarding 
the definition of “foreign real estate sit- 
uated outside of the United States.” Cer- 
tainly investment in foreign realty pre- 
dicated solely on that rule must be re- 
jected as eminently unsound. 

It is accepted then, for at least the 
practical purposes of investment, that 
United States law must provide the 
standard in defining “real property.” 
There is, of course, no Federal law of 
real property as such; rather, the Fed- 
eral courts employ the appropriate state 
law in dealing with questions in this 
area. What then is to form the basic 
United States law for purposes of the 
exclusion ? 

The Tax Court in de Perigny, in defin- 
ing “real property,” accepted the com- 
mon and prevailing use of the term as 
reflected by the decisions of the State 
Courts. That standard, though possibly 
inexact in certain situations, would seem 
to be generally workable. Nor does a 
preferable substitute occur to the writ- 
ers. 


Interest in Land that Qualifies 
as Real Property 


Beyond dispute, the fee simple and life 
estate, the traditional freehold interests 
in land, qualify for the exclusion. A life 


79 T.C. 782 (1947). 
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estate would necessarily be pur autre vie 
to be includible in the decedent’s gross 
estate. 


Perpetual leases in all likelihood 
would fall within the exclusion under 
de Perigny. State Courts have almost 
uniformly held that leases renewable in 
perpetuity are liable for real estate tax- 
es.8 


While at common law a leasehold in- 
terest in land was not considered real 
property,” there is considerable merit to 
the proposition that long-term leases 
should be construed as such for the pur- 
pose of the exclusion. This proposition 
derives persuasive support from the 
necessary implication of the de Perigny 
case. And in 1953, a Federal Court de- 
cided, almost summarily, that a renew- 
able 21-year lease was to be excluded 
from the decedent’s gross estate.1° More- 
over, it should be recognized that the 
trend of state law has been to expand 
the term “real property” to include lease- 
hold interests of extended duration in 
interpreting tax statutes.’ At least two 
cases have sustained the taxability of 
five-year leases as real property.!* 


A mortgage interest is essentially in 
the nature of a debt and would be in- 
cludible in the gross estate. To exclude 
a mortgage would be to ignore the real 
significance of the mortgagor’s equity of 
redemption. 


Mineral and oil rights have long been 
accepted as real property’? and would 
logically be excluded from the decedent’s 
gross estate. 


No invariable rule can be laid down 
regarding what interests in land satisfy 
the requirements for the exclusion. From 
an analysis of the foregoing material, it 
can be safely stated that the two primary 
factors controlling this determination, 
are (1) duration of the interest, and (2) 
essential nature of the interest. 


In this connection, it should be real- 
ized that there exist in many foreign 
countries, especially those in the Civil 
Law tradition, certain interests and 
rights in land which are without coun- 
terpart in United States law. An analysis 
of the qualification of these characteris- 


SElmira v. Dunn, 22 Barb. 402 (N.Y. 1856); 
Street v. Columbus, 75 Miss. 822 (1898); Norfolk 
v. J. W. Perry Co., 108 Va. 28 (1908); Cook v. 
Bagonne, 80 N.J.L. 596 (1910). 

®I Thompson, Real Property, 959 (2d ed. 1939). 

loLaird v. United States, 115 F. Supp. 921 (S.D. 
Wis.). 

UjJettison v. University of the South, 208 U.S. 
489 (1908); Fidelity Trust Co. v. Wayne County, 
244 Mich. 182, 221 N.W. 111 (1928); Chicago v. 
University of Chicago, 302 Ill. 455, 134 N.E. 723 
(1922). 

12People ex rel. Henry Elias Brewing Co. v. 
Goss, 190 N.Y. 565, 83 N.E. 911 (1908); People v. 
International Salt Co., 233 Ill. 223, 84 N.E. 278 
(1908). 


tically foreign interests in land for pur- 
poses of the estate tax exemption is he- 
yond the purview of this article. 


Practical Aspects of Foreign 
Investment 


A taxpayer contemplating investment 
in foreign real estate for the purpose of 
the exclusion should give serious con- 
sideration to the following factors vis-a- 
vis the foreign country: 


. Death tax rates 

. Political and economic stability 

. Exchange restrictions 

. Growth and income potential from 
the investment. 


mone 


It is unfortunately true that the de- 
veloped countries such as Great Britain, 
Canada, France, and Germany, which 
because of economic and political sta- 
bility are popular as investment areas, 
impose in turn high death taxes. On the 
other hand the lesser developed coun- 
tries, such as Pakistan, Argentina, Liber- 
ia, and Colombia, which generally offer 
lower death tax rates, are for economic 
or political reasons, or both, generally 
regarded as unattractive for investment 
purposes, Investment in still otherwise 
attractive countries, such as the Baham- 
as, Bermuda, and Brazil, is impeded by 
the problem of currency convertibility.’ 

There is, however, present indication 
of growing foreign interest in the use 
of the exemption as a means of attract- 
ing American capital investment. Several 
countries, including Costa Rica, have 
amended their death and inheritance tax 
law as a specific incentive to such in- 
vestment. And private institutions have 
recently been organized in foreign coun- 
tries with a view toward providing the 
necessary counseling services and repre- 
sentation for prospective American in- 
vestors.!4 


Foreign Death Tax Rates 


The marginal estate tax rates imposed 
by the United States on amounts greater 
than $100,000 are summarized below: 


Marginal 

Taxable Estate Rate 

$ 100,000- 250,000 30% 
500,000 - 750,000 _ 85% 
1,000,000 - 1,250,000 - 39% 
1,500,000 - 2,000,000 _ 45% 
2,500,000 - 3,000,000 _ 53% 
4,000,000 - 5,000,000 _ 63% 
7,000,000 - 8,000,000 _ 73% 


11% 


Over 10,000,000 - 


The following are the death tax rates 
employed in certain representative for- 
eign countries: 


13S$ee Barlow and Wender, Foreign Investment 
and Taxation (1955) at pp. 106, 118 et seq. 


14E.g., Central American Investment S: vice, 
Inc. of San Jose, Costa Rica. 
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Taxable 

Estate Australia Canada 
$ 100,000 11% 14% 

500,000 __ 26% 33% 
1,000,000 _. 27% 39% 
Over 

5,000,000 _ 30% 54% 





Cuba* Mexico U.K. V enezuelat 
1% 29% 28% 4% 
10% 29% 45% 8% 
11% 29% 65% 9% 
14% 29% 80% 12% 


*Rates relate to inheritance tax imposed on children. Taxes assessed against surviving spouse are 


slightly higher, with maximum rate also at 14%. 


+Rates relate to inheritance tax imposed on ascendants, descendants and spouses. 





A comparison of the estate tax rates 
of the United States and foreign coun- 
tries does not begin to suggest the full 
advantage of proper investment in for- 
eign real estate, especially for the man 
of great wealth. The amount so invested 
will be pared off the top of the taxpayer’s 
taxable estate where, of course, it is sub- 
ject to the highest tax; in the foreign 
country the estate tax rate would nor- 
mally be predicated not on the dece- 
dent's aggregate estate, but rather on the 
value of property taxable in such for- 
eign country. 

For example, where the taxable estate 
amounts to $4,000,000, the Federal es- 
tate tax would be $1.838,200. If, how- 
ever, decedent had invested $1,000,000 
of his estate in real property situated in 
Canada, the total taxes imposed upon 
his estate would only be $1,653,000, a 
saving of $179,000. This saving would 
be due primarily not to lower marginal 
tax rates as such in Canada, but rather 


because the Canadian tax was imposed 
on a lower level. 


Political and Monetary Stability 


The Department of Commerce, in 
1952, conducted a “Survey of Factors 
Limiting Foreign Investment.”!® The 
Survey lists the inability of a country to 
offer a stable political environment as 
the most important factor discouraging 
foreign investment. A closely allied con- 
sideration, the fear of expropriation or 
nationalization, was mentioned as still 
another factor restricting foreign invest- 
ment. 

The Commerce Survey disclosed that 
currency convertibility ranks among the 
five most important incentives to foreign 
investment. Conversely, inconvertibility 
was rated as the most prominent single 
impediment to foreign investment. Logi- 
cally, the absence of exchange restric- 


“See Barlow and Wender, op. cit. supra, note 13 
at p. 120 et seq. 


tions assumes perhaps even greater im- 
portance for the private investor desir- 
ing to avail himself of the exclusion. 


Growth and Income Potential 


It would be a mistake to consider the 
purchase of foreign real estate simply as 
a device to minim’ -z estate taxes. Rare 
is the man who is willing to let capital 
lie idle pending his demise. Realistically, 
then, the purchase of foreign realty 
should be guided by the consideration 
common to any sound investment, that 
is, the opportunity for profit. 

There would appear to be a highly 
profitable market for the rental of real 
estate situated in a foreign country cur- 
rently realizing an expansion in Ameri- 
can capital investment. A United States 
citizen contemplating the purchase of 
land and buildings in a foreign country 
could offer to lease them to a United 
States company which planned the ini- 
tiation of industrial operations in that 
country. The arrangement would gener- 
ally be attractive to the company, for it 
would free additional capital for the 
purchase ‘of capital machinery and 
equipment. 

From the foregoing it can be seen that 
investment in foreign realty is essential- 
ly a complex matter, dependent upon 
the balancing of many factors. 
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30% of Annual Reports Show Record Highs 


Thirty of the first 111 bank annual 
reports reviewed by TRUSTS AND ESTATES 
marked new record high in trust assets 
under administration and 68 more re- 
ported gains over last year. Only one 
reported a loss. 

Of the 63 that reported on income, 22 
had attained al-time highs, 40 more had 
made gains, and only one suffered a re- 
duction. 

Ten of the reports gave no informa- 
tion on trust department growth as re- 
gards either assets under administration 
or department income. 

Among the 101 that gave some picture 
of growth during the past year, 28 spoke 
of increased pension and profit-sharing 
business, 13 referred to pooled invest- 
ments funds for these accounts and 21 
cited establishment of or growth in Com- 
mon Trust Funds. Twenty-three, or near- 
ly one quarter of the total, commented 
on the increase of investment agency 
accounts and a like number mentioned 
additions to the will file. Sixteen gave 
special reference to living trusts as a 
source of growth and 14 to more estates 
and testamentary trusts. 

Tabular data will be published in the 
next issue. Meanwhile, selected com- 
ments, arranged geographically, follow 
here: 


Impressive growth in both number of 
accounts and total value of assets... 
Of signal importance was the establish- 
ment of the Common Trust Fund (fixed 
income and common stocks separately) 
. .. Total investment at the end of the 
year exceeded $1,800,000. 

First National Bank of Arizona, 
Phoenix 


Assets have more than doubled in the 
last four years . .. increased 22% in 
the last 12 months. 

California Bank, Los Angeles 


Another noteworthy advance was the 
increased utilization of our investment 
management agency service. 

Citizens National Trust & Savings 
Bank, Los Angeles 


Book value of assets climbed above the 
billion dollar mark for the first time. 

Security-First National Bank, 

Los Angeles 


Earnings were considerably higher . . 
Common Trust Funds represent im- 
portant additions to our trust investment 
services. 

First Western Bank & Trust Co., 
San Francisco 
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This department has doubled in size 
over the last ten years, grew in 1958 at 
a greater than normal rate. 

City Trust Co., Bridgeport, Conn. 


We have reached a new high in total 
assets, gross receipts, net earnings, new 
business obtained — both in number of 
accounts and dollar value. 

Connecticut National Bank, Bridgeport 


The Common Trust Fund continues 
to provide excellent diversification and 
reasonable income for 1,093 accounts. . 
Past experience clearly points up the 
value of this investment medium.” 

Connecticut Bank & Trust Co., 
Hartford 

Greatly increased business at the Head 
Office and each of the other four offices 
where trust staffs are maintained. 

Hartford (Conn.) National Bank 
& Trust Co. 


There are three primary reasons why 
new customers and inquiries reached a 
record high: First, the three mergers in 
1957 and 1958 .. . Second, our ability to 
perform was at the highest degree ever, 
due in part to IBM punch ecard process- 


ing . .. Third, the public at large is 
more aware of and more keenly inter- 
ested in our comprehensive range of 


trust services. 
Fairfield County Trust Co., 
Stamford, Conn. 


A good year with new highs in nearly 
every phase ... The greatest growth 
was in living trusts and agency accounts 
with investment supervision. The most 
significant development was conversion 
of bookkeeping and accounting to IBM 
operation. 

Colonial Trust Co., Waterbury, Conn. 


Fund “A” is a mutual investment fund 
valued at $16,183,000 on December 1, 
1958, with 383 trust participating. Us- 
ing the consumer price index of 100 in 
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1958 
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First New Haven National Bank. 


Trust Department growth 
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1947-8-9, consumer prices’ increased 
23.9% to November 1958. Although de- 
signed for growth of principal, annual 
income from Fund “A” increased 56.1% 
for the same period . . . Legal Common 
Trust Fund is for trusts where income 
is paramount. 639 trusts participate... 
The annual income from this fund in- 
creased 52.4% during the period from 
1947-8-9 to the present . .. The dollar 
declined 20% in ten years but the dol- 
lars invested in Fund “A” increased in 
value 65.4%. 

Bank of Delaware, Wilmington 


The year has been excellent for all 
types of new business, especially new 
estate appointments, This we believe can 
be attributed to the increased number 
of new wills receivel during the last 
decade and our cooperative estate plan- 
ning work with attorneys, accountants, 
life underwriters and investment brokers 
. . . The number of new wills received 
this year was greater than any previous 
year.” 

American Security & Trust Co., 
Washington, D.C. 

For the second straight year the trust 
department reported a marked improve- 
ment in gross income. 

Atlantic National Bank, 
Jacksonville, Fla. 

The gross income of the trust depart- 
ment continues to increase and last year 
reached it highest figure. 

Barnett National Bank, 
Jacksonville, Fla. 


By far the best year . . . New business 
totaling $54,000,000 was secured . 
Many new pension and profit sha) ing 
plans .. . The common trust fund con- 
tinued to grow. 

First National Bank, Ati nta 
(Continued on page 135) 
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TRUST OPERATIONS and ADMINISTRATION .... 


GEORGE C. BARCLAY 


Contributing Editor 


Inter-Trust Transfers in Common Funds — 
New Approach to Trust Cost Accounting 


Epitor’s Note: We are proud to inaugurate a new column this month, under the editorship of Mr. Barclay, to report new de- 
velopments in administrative procedures and policies and in operating techniques. Topics of special concern will also be 
discussed and readers are invited to send in their suggestions, questions or news to this column. Those of general interest 
will be commented on in these pages while those of more individual concern will be answered personally. 


T IS A PLEASURE TO FIND THAT THE 

first timely subject available for com- 
ment in this new column has arisen in 
my long favorite field of common trust 
funds. Looking back over the past twen- 
ty-five years it is extraordinary to see 
how the original small seed has bur- 
geoned. Most of the basic principles re- 
lating to common trust funds are by now 
well established but new problems keep 
arising which need hard work and atten- 
tion for their proper solution. 

The present question is, what are the 
tax consequences when a trust which 
participates in a common trust fund 
terminates and the participation is trans- 
ferred to a newly created trust? The re- 
cent case of Wiggin v. United States, 
decided on January 12, 1959, by the 
District Court of Massachusetts, holds 
that there are no tax consequences. 

Nancy Wiggin was the beneficiary of 
a trust under the will of her grandfather, 
called the Avery trust, which was ad- 
ministered by the National Shawmut 
Bank of Boston. When that trust termi- 
nated on her twenty-first birthday in 
July, 1954, she promptly created a new 
living trust, called the Wiggin trust, with 
the Shawmut Bank as trustee. The Avery 
trust held only units of the bank’s com- 
mon trust fund plus a small amount of 
cash. After withdrawing a few units to 
supply herself with some cash, Miss Wig- 
gin instructed the bank to transfer the 
remaining units from the Avery trust to 
the Wiggin trust. 

The bank applied to the Internal Rev- 
enue Service for a ruling as to whether 
or not this transaction involved any 
taxab'e capital gain and in the first in- 
stance was advised in the negative. Later 
the Commissioner reversed himself, 
claiming a taxable capital gain on the 
differ nce between the value of the 
trans'erred units in 1954 and their costs. 
The ipital gains tax so assessed was 
paid ond this suit was brought to recover 
the amount. 
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I.R.C. Section 584(e) reads: 

“No gain or loss shall be realized by 
the common trust fund by the admission 
or withdrawal of a participant. The 
withdrawal of any participating interest 
by a participant shall be treated as a 
sale or exchange of such interest by the 
participant.” (Emphasis supplied.) 

On the basis of this language, Section 
1.584-4 of the Treasury Regulations con- 
tains the following: “(b) The partici- 
pant’s gain or loss upon withdrawal of 
its participating interest or portion there- 
of shall be measured by the difference 
between the amount received upon such 
withdrawal and the adjusted basis of the 
participating interest or portion thereof 
withdrawn plus the additions prescribed 
in paragraph (c) of this section and 
minus the reductions prescribed in para- 
graph (d) of this section. The amount 
received by the participant shall be the 
sum of any money plus the fair market 
value of property (other than money) 
received upon such _ withdrawal.” 
(Emphasis supplied. ) 

In spite of what would appear to be 
reasonably clear and unambiguous lan- 
guage both in the Code and in the Regu- 
lations, the I.R.S. produced a long rul- 
ing, known as No. 57-335, arguing that 
what Miss Wiggin instructed the Shaw- 
mut Bank to do constituted a withdrawal 
rather than a mere transfer. The court 
gave this strange argumentation short 
shrift, saying: 

“An inter-trust transfer is not a with- 
drawal. No funds have changed hands, 
there has been no surrender of indicia 
of ownership, nothing has been received 
by the taxpayer. There has been nothing 
more than a bookkeeping entry made on 
the books of the trustee of the common 
trust fund. . . . In the absence of some- 
thing having been received by the tax- 
payer, the Court is at a loss to see how 
there could be a “withdrawal” in the 
sense in which the term is used in the 
statute.” 


This case is not yet conclusive since 
the Commissioner has the right to ap- 
peal. He is currently being strongly 
urged to accept the decision or to appeal 
it without delay. 

It would appear that the result in this 
case is clearly right under the language 
of the Code and the regulations. There 
would seem to be no valid reason why 
the same conclusion would not be 
reached where the remainderman of the 
first trust and the settlor of the second 
is a person other than the beneficiary of 
the first trust, as well as in the present 
case where only one individual was in- 
volved. Thus banks administering com- 
mon trust funds are provided with a use- 
ful new tool for rendering further trust 
service without tax penalty for the bene- 
fit of remaindermen of small trusts 
which are already participating in their 
common trust funds. 


COST ACCOUNTING 


PROBLEM THAT HAS LONG BE- 
\ devilled the heads of trust depart- 
ments is, what does it cost to administer 
a particular piece of trust business — 
or perhaps of equal importance, what 
will it cost to handle a newly proffered 
account? Many trust men have tended to 
shy away from this question, partly be- 
cause to find the answer seemed expen- 
sive but largely because they do not 
know how to begin. 

Glenn K. Mowry, Comptroller of the 
Bank of California, N.A. of San Fran- 
cisco, has come up with a very interest- 
ing and practical proposal for obtaining 
this kind of information. His thoughts 
are contained in a thesis he prepared for 
the Pacific Coast Banking School. His 
ideas seem very worthy of consideration, 
particularly since they have been ap- 
proved by the subcommitee on Trust De- 
partments Income and Expenses of the 
Trust Division of the California Bankers 
Association. 
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The first step is to develop an or- 
ganizational chart for cost purposes, or 
what might be termed a divisional earn- 
ings statement. The income producing 
divisions are set up and their respective 
earnings assigned to them. Mr. Mowry 
uses six such divisions, namely: court 
accounts, private trusts, employee bene- 
fit trusts, agencies, corporate trusts, and 
stock transfer and registration. A very 
large bank doubtless would make a 
wider breakdown while a small bank 
might be able to telescope two or more 
of these divisions. The main point is to 
be sure that all earnings are assigned 


department. The method of allocating 
these costs will depend on their char- 
acter. Salaries and related expenses will 
be charged to the division served by the 
officer or employee, or, if he has respon- 
sibility in two or more divisions, can be 
pro-rated with reasonable accuracy. Oc- 
cupancy costs would normally be divided 
on a cost per square foot of area used 
basis. Other kinds of costs may be al- 
located on the basis of transactions at 
so much a transaction, or in the case of 
such departments as addressograph and 
tabulating, at what 

are considered 


do more than touch on a few in this ar- 
ticle. 

Having satisfactorily allocated the 
various classes of expenses to the several 
earnings divisions, the time now comes 
to devise a formula for determining the 
cost of administering a particular ac- 
count within a particular division. Trust 
accounts can be classified in three ways: 
by type (the six earnings groups previ- 
ously mentioned), by “mix of the ac- 
count” (the types and amounts of assets, 
i.e., cash, bonds, stocks), and by size 


EXHIBIT 6 
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in some logical fashion. em A BC BANK 
8 standard charges for ee eaten 
Allocations and Account Formula such services. Mr. STATEMENT OF NET EARNINGS 
ate — - wariane Mowry covers these TRUST NO, 1275 
The costs are incurred by various y (FACTORED VALUE $124,800) 
groups of activities which could be Categories in great 
broken down into trust management, detail in his thesis 
- . d k , | SNCOME 
staff units (tax, real estate, security and makes many 
analysis and business development), op- helpful and interest- Fees Collected $350.00 
erations, audit and services performed ing suggestions. It Gee See mail 
for the trust department by the banking is not possible to TOTAL INCOME $350.00 
} : 8 } | 
tat eT he ae ee ee en scene oe EXPENSES 
EXHIBIT § 
A BC BANK 
TRUST DEPARTMENT A - Direct Operating Costs 
PRIVATE DIVISIONS a. 
COMPUTATION OF COSTS PER $100 M FACTORED VALUE 1. Personnel Costs $ 57.2 
2. Occupancy Expenses 11,82 
Total Factored 3. Depreciation 59 
oink aan die 4, Supplies 1.91 
ee 5. Legal & Professional Fees 659 
“INCOME 6. Other Direct Operating Costs 3,66 
Collected $285,200. 
cratite Baned ~ TOTAL DIRECT OPERATING COSTS $ 75.69 
TOTAL INCOME $285,200. 
B - Direct Service Department Costs 
EXPENSES (Group VI) 
A ~ Direct Operating Costs 
$ 68,200 $ 45.47 1, Mail Department $ 2.91 
2: ese one re 147200. 9.47 2. Bond Department 7,99 
3, Depreciation 00. A! 3. Addressograph Department - 
4, Supplies 2,300, ges 4. Tabulating Department 84 
5. Legal & Professional Fees 700. 47 5 Vault _ 
6. Other Direct Operating Costs 4,400. <a, . au 
6. Telephone Department 59 
TOTAL DIRECT OPERATING COSTS $ 90,500 $ 60.34 7, Cable Department sd 
B - Direct Service Department Costs TOTAL DIRECT SERVICE 
eos DEPARTMENT COSTS $ 12.33 
1. Mail Department $ $ 2,33 
2. Bond Department ) ,600 6.40 semanas 
a Sereetenenee> Lapeetoant ; ci C - General Service Department Costs 
‘ lating D tment 1,000. 67 ane p 
_—a _ (Group VII) $ 9.07 
6. Telephone Department 47 
7. Cable Department pee —- 
TOTAL DIRECT SERVICE 
DEPARTMENT COSTS $ 14,800 $ 9-87 PD = Trust Department 
Si Group I - Trust Management $ 10.48 
C - General Service Department Costs ov 
(Group VI!) $ 10,900. ” Group III - Staff Units 
Se ees ee lL. Tax 27.96 
2. Property Management 6,65 
io non cee ace $ 12,600. $ 8.40 3. Security Research 39.76 
Group III - Staff Units 4. New Business 19,56 
1. Tax 33,600. 22.40 
0 ,000. 5,33 ; 
.. rote rid a aon. 31.86 Group IV - Operations 55.74 
4. New Business 23,500. 15.67 
Group IV - Operations 67,000. 44.67 Group V - Trust Audit | 
Group V ~ Trust Audit —0.200. 460 TOTAL GROUPS I, III, IV&V $165.89 
TOTAL GROUPS I, III, IV&V $199,400. $132.93 aie 
TOTAL EXPENSES $262.98 
TOTAL EXPENSES $315,600. $210.4) 
— 
NET OPERATING EARNINGS $(30,400. ) NET OPERATING EARNINGS $ 97,02 
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measured on a current market basis. 
The problem is to relate the “mix” and 
the size to each account within a particu- 
lar type. 


Weighting the Account 


What does a trust customer think he 
is buying in a fundamental sense? He 
buys three things: professional manage- 
ment and investment of the assets, 
proper accounting for the activities of 
the account, and the responsibility of the 
corporate trustee. How can the fulfill- 
ment of these expectations be translated 
into a cost accounting system? 

Mr. Mowry starts by assigning a 
weight to each type of assets depending 
on the responsibility involved in admin- 
istering them. He suggests the following, 
based on wide consultations with many 
people in the trust field: 


Cash ees pre ei) tee. 
Lo i ee a 
PREM. coo es 
Real Hetate CC AD 
Miscellaneous ....... 420 


The second step is to weight the size. 
If the bracket from $50,000 to $100,000 
is taken as the base, then the weights 
might be: 


pO-ue OO). 
50-100:000 sia OD 
100-200,000 UL so en ae 
200-500:000 rf 
500-1 million 5 


Over 1 million —_.____. A 

Ready now to apply these factors, Mr. 
Mowry writes: 

“Once these yardsticks have been as- 
signed it becomes a fairly simple matter 
to take a trust account, as shown in 
Exhibit 4, starting with the carrying 
value, which is accounted for in normal 
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Bonds __ $32,500 $35,000 1.0 $ 35,000 
Stocks _ 22,300 45,000 2.0 90,000 
Real 

Estate 10,000 7,500 4.0 30,000 
Cash - 1,000 1,000 1.0 1,000 
Tota] $65,800 $88,500 $156,000 

Size Factor 8 


Factored Current Market Value $124,800 
Assumed Total Factored 

Current Market Value 

(Computed by Adding 

Pri, ate ———e $150,000,000 
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trust accounting, applying to these the 
current market value and factoring these 
values according to the weight by type 
of asset. Thus we arrive at a factored 
value, column 4. Applying the size factor 
we arrive at the Factored Current Mar- 
ket Value, in this example of $124,800. 
“In the examples prepared for this 
thesis the total of all the trusts in the 
private division when factored by this 
method are assumed to be $150,000,000. 


Cost Factoring 
“The next step is to compute the var- 
ious costs per $100,000 of Factored Cur- 
rent Market Value. This is done by tak- 
ing the total value as noted above to 


be $150,000,000 and the total costs of 
operating the private division . . . . and 
computing the individual expenses as in 
Exhibit 5. As noted by this computation 
we have each type of expense calculated 
on the basis of each $100,000 of Fac- 
tored Current Market Value. 

“The next step is to apply these costs 
to each individual trust. This is done in 
Exhibit 6. As shown in Exhibit 4, Ac- 
count 1275 has a Factored Current Mar- 
ket Value of $124,800. By multiplying 
the various costs per $100,000 by 124.8 
we arrive at the individual costs for this 
particular trust. Naturally the fees col- 
lected for this trust are readily ascertain- 

(Continued on page 151) 
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Two Lives DowN—AND GOAL TO Go 


Change in New York Perpetuities Rule Appraised — 


Further Reform Suggested 


RUSSELL D. NILES 


Dean, School of Law, New York University 


HE GROUP OF RULES THAT WE LUMP 
T together as the rule against per- 
petuities may well be more important to 
our civil liberties than Magna Charta. 
As travelers to the Middle and Far East 
have observed: there is no hope for civil 
liberties until there has been a re- 
form of the land law. Until a society 
learns how to break up the fuedal con- 
trol of land by the great families, how 
to limit the domination by the dead 
hand, it has no chance to develop either 
a middle class or civil liberties as we 
know them. 

The rules against perpetuities consti- 
tute the Anglo-American defense against 
keeping land and other wealth inalien- 
able and sterile through the genera- 
tions. In New York most of the relevant 
law is reduced to a few sections in the 
Real Property Law and the Personal 
Property Law, adopted as part of the 
Revision of 1828 and substantially un- 
changed until the last legislature dropped 
the phrase—‘“not more than two” be- 
fore “lives in being”—and added a sen- 
tence restricting the number of measur- 
ing lives to those that would be reason- 
ably provable.’ It is my purpose to com- 
ment on the importance of this change 
and then to suggest what should yet be 
done before we have a statute that would 
strike the best balance between the needs 
of families and the interests of society. 

The bright, brash young men who 
drafted the Revised Statutes prior to 
1828,° under the guise of revision, were 
really attempting to free the law of much 
feudal law inapplicable to a new demo- 
cratic country. It was in the Jacksonian 
period and the prevailing views were 
those of Jacksonian democracy with hos- 
tility to privilege and a great urge for 
reform by sweeping codification. 





Based on an address before New York State 
Bankers Association Trust Division, Oct. 17, 1958. 

IN. Y. Laws 1958, ec. 152, amending N. Y. Pers. 
Prop. Law §11; N. Y. Laws 1958, c. 153, amending 
N. Y. Real Prop. Law §42. 

2Butler, The Revision of the Statutes of New 
York and The Revisors (1889) presents a brief 
history of the revision movement. 


104 


The amazing thing is that the revision 
was as good as it has proved to be.* In 
the sections relating to the rule against 
perpetuities and the rules regulating the 
types and characteristics and duration 
of trusts, however, the revisers were not 
omniscient. They wanted to restrict not 
only the number and types of trusts, but 
to restrict the duration of those they per- 
mitted. Reform has been so long in com- 
ing because many have felt that trusts, 
especially the New York type of protec- 
tive trusts, should be held to rigid lim- 
its.* 

The English rule against perpetuities 
did not purport to apply to trusts. It 
was a rule against remotely vesting con- 
tingent interests. It applied to trusts only 
in two ways: a trust could not be created 
in the future on a remote condition pre- 
cedent; and in a present trust, there 
could not be income or principal inter- 
ests that were based on remote condi- 
tions precedent. The duration of a trust 
was not directly affected. 

In New York the duration of income 
trusts was controlled by our rule against 
perpetuities because of two curious in- 
novations: our basic rule was stated to 
be one against unreasonable restraints 
on alienation, and secondly, all of our 
income trusts were made protective (in- 
alienable and indestructible) trusts and 
therefore were tied directly to the rule.® 

Historically our rules against perpetui- 
ties were designed to prevent tying up 
the great landed estates in families. Now- 
adays, the family estates often have be2n 
given away. Franklin D. Roosevelt gave 
Hyde Park to the state; Governor Har- 
riman gave his family estate to Colum- 
bia: Frank Gould gave his to New York 

*See Niles, “The Law of Estates Since Butler 
and Kent,” in 3 Law, A Century of Progress 199 
(1937). 

‘See Fourth Supplemental Report of the Com- 
mission to Investigate Defects in the Laws of Es- 
tates 7-18, N. Y. Leg. Doc. No. 55 (1933). 

5Address by Richard Powell, ‘‘Changes in the 
New York Statutes on Perpetuities and Accumu- 
lations,’”” before NYSBA, Banking Law Section, 


Oct. 10, 1958 at Albany; Walsh, Future Estates in 
New York £24, 28 (1931). 


University. Now great families try to 
take care of coming generations by pro- 
tective trusts. The Roosevelts, Harri- 
mans, and Goulds, having rid themselves 
of their lands and family seats, have 
clung to their family trusts. The center 
of gravity has shifted. 


New York Deviation 


The period allowed by the common 
law rule—according to the answer given 
by a law student on an examination— 
was “lives in being, plus twenty-one 
years, plus the period of gestation, which 
is 9 months, except for charity.” Except 
for his misplaced modifier the student 
was quite right. The New York statute," 
even as amended, is quite different from 
the common law. “Lives in being” (any 
reasonably provable number) is now the 
same; the period of gestation is allowed 
in the same way; but New York still has 
neither a 2] year period nor a minority 
period as a universal proposition. Fur- 
thermore, the recent revision will not 
apply to many situations for a genera- 
tion. Before considering what an ideal 
statute would be, let us consider the ef- 
fect of the revised statute. 

We have three basic types of trusts in 
Now York: 1) The rents and profits or 
income trust that is indestructible and 
inalienable while it endures; income is 
paid out and the principal is preserved. 
2) The accumulation trust, in which in- 
come is added to principal. 3) The an- 
nuity trust, in which a fixed amount is 
paid out of income and principal and 
therefore principal is normally depleted. 

The income trust is one that could go 
on forever, and therefore it is subject to 
strict durational limits. The accu:nula- 
tion trust, with no income payable while 
it endures, could cause real hardship to 
the family, and therefore it is restricted 
even more severely than is the firs! type: 


The annuity trust causes the least diff 
culty because it is self-depleting. 
8N. Y. Real Prop. Law §42 (Supp. 1952): N. Y 


Pers. Prop. Law §11 (supp. 1958). 
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The old two-life rule applied both to 
future contingent interests and to pres- 
sent or future income trusts. The income 
trust was by statute a spendthrift trust: 
the benficiaries could not destroy the 
trust without the concurrence of the 
donor; the income beneficiaries could 
not alienate, anticipate or encumber their 
interests. Therefore the trust, since it 
suspended the absolute power of aliena- 
tion while it endured, could not last 
longer than two identifiable lives in be- 
ing at the time of its creation. 

The rule as applied to income trusts 
has worked very harshly where the 
draftsman was incompetent or was 
learned only in the law of other states. 
The rule has worked in a cumbrous 
fashion even where the draftsman was 
expert. One has but to look in the ad- 
vance sheets for the current year‘ to 
see how many reasonable aspirations of 
donors have been frustrated—or if sav- 
ed, how ingenious courts have had to be 
to sever trusts into multiple trusts so that 
some shares can be saved.*® In the fu- 
ture a testator can keep a trust fund in- 
tact for his widow and all of his children 
—and for other specified living relatives 
without limitation or number. Wills and 
trust. instruments shorter and 
simpler—with fewer chances for error 


can be 


or for partial or complete invalidity. 
Deletion of the two-life limitation is 

unquestionably a Revoc- 

able or amendable inter vivos trust in- 


real advance. 


struments should be reviewed to see if it 
would not be worthwhile to cut out some 
of the cumbersome techniques that have 
been employed to ensure validity. Wills 
containing income trusts or future in- 
terests should be reviewed and often re- 
cast. The new amendment does give 
lawyers and trust officers new opportuni- 
ties to serve families—and without any 
substantial change in the duration of 
family trusts. Several lives will not last 
much longer than two; furthermore, 
most donors will want to continue to use 
share trusts to divide their property 
among children and will not ordinarily 
he t mpted to have inseverable trusts 
for many lives. 


Continuing Complications 


We should be grateful for this advance 
but the ultimate goal is far away. Let us 
first consider the defects of the present 
statu'e as amended. 


ee 


Sec Matter of Phillipson, 4 App. Div. 2d 245, 
164 N.Y.S. 2d 379 (1st Dep’t 1957); Matter of 
Golds in, 3 App. Div. 2d 16, 152 N.Y.S. 2d 778 
(2d Dop’t 1956); Matter of Estate of Hubert, 171 
N.S 2d 624 (Surr. Ct., N. Y. Co. 1958). 

Sec Kharas, Trusts and Suspension of the Pow- 
frof \lienation in New York, 13 N.Y.U. L.Q. Rev. 


191, 17-209 (1936); Comment, 32 N.Y.U. L. Rev. 
1009 1957). 
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The two-life rule will yet be with us 
for a generation in several situations. 
The new statute applies only to inter 
vivos trust instruments effective after 
September 1, 1958 and to the wills of 
persons dying after that date. All litiga- 
tion involving prior trusts will be de- 
cided on the two-life basis. Even earlier 
inter vivos trusts that are revocable may 
have to satisfy the old law, although 
there is some authority that in such cases 
we apply the rule from the time of the 
death of the person having the power of 
revocation.” Also, existing trust instru- 


~ 9Looker, The 1958 Modification of the New York 
Rule Against Perpetuities, Irving Trust Co. Law- 
yers Letter at 3 (April 1958). 
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ments that provide for a power of ap- 
pointment will presumably come under 
the old law: an appointment in trust by 
the donee, since it amounts to a filling 
in of the blanks in an earlier instrument, 
may have to be fitted under the two-life 
rule.!° 

Even under the new rule (when it is 
clearly applicable) a draftsman skilled 
only in the common law can still make 
tragic errors. There are still many rea- 
sonable family situations that cannot be 
handled in New York in a simple, 
straightforward manner. 

First: Let us consider the most com- 


'oSee address by Powell, supra note 5 at 9. 
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mon of all cases: a testator wants to cre- 
ate an income trust for his widow for her 
life, then for his children in shares, and 
on the death of each child, if he leaves 
children, in further trust for such chil- 
dren until each reaches 21, then to such 
child outright, or if he should not sur- 
vive to 21, then over to others. 
Under the new statute it is possible to 
have an income trust for the widow and 
all children — together or in series — 
but it is still not entirely safe to have an 
income trust for the minority of a grand- 
child not alive when the testator died." 
1IN. Y. Real Prop. Law §42 (Supp. 1958); N. Y. 


Pers. Prop. Law §11 (supp. 1958). But see Mat- 
ter of Trevor, 239 N.Y. 6, 145 N.E. 66 (1924). 
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The gift is not too remote: the income 
trust suspends the absolute power of 
alienation for a period (minority) 
beyond lives in being. True, an informed 
draftsman could use an accumulation 
trust for such a minor! or a power in 
trust. But a cautious lawyer would not 
even now use an income trust. 

Second: We still have no period in 
gross, however short. The common law 
rule allows 21 years. Some statutes allow 
more. We allow only lives. Matter of 
Roe’* will still be law. A charitable old 
lady wanted to give money to build a 
hospital in her town. Her only other con- 
cern was for a nephew who had prob- 
ably been lost at sea. She directed her 
executors and trustees to wait two years 
to see if her nephew returned from sea; 
if not, she wanted her estate to be used 
to build the hospital. Two years—not an 
unreasonable time. But too long. No 
lives you could pick would surely last 
two years. So the Court of Appeals held 
the gift void. It would still be void to- 
day. So would an income trust to last for 
two years. 

Third: Income (spendthrift) trusts 
are void under the new statute even if 
they start within lives in being if they 
are not measured by lives in being. Some 
cases could be very dramatic. 

Suppose that a settlor creates an ir- 
revocable inter vivos trust to pay the 
income to himself for life, and at his 
death to continue the trust and to pay 
the income to any widow he might leave 
for her life, remainder to such of the 
settlor’s children as should survive his 
widow. The income trust for his widow 
is invalid (unless by construction a wife 
other than his present wife is excluded). 
Even though the gift of income to his 
widow is not too remote (he will have 
to marry her within his life) she will, by 
living beyond his life span, cause a sus- 
pension of the absolute power of aliena- 
tion for a life not necessarily in being at 
the creation of the trust. And, of course, 
the gift over on the contingency of sur- 
viving her would also be void. In other 
jurisdictions the gift over would be void, 
but in no other jurisdiction would the 
trust for the widow be void. 

The same problem occurs in the case 
of the widow of a child—the hapless 
daughter-in-law, the most neglected per- 
son in all estate planning. A testamen- 
tary trust for children of a testator will 
now be good (however many children 
he has) but beware the income trust for 
the widow of a son. 

Fourth: Our statutes still have other 
features that could astonish a lawyer 


12Manice v. Manice, 43 N.Y. 303 (1871). 
18281 N.Y. 541, 24 N.E. 2d 322 (1939). 


who was learned only in the comnion 
law. For example, §§43, 45, 46 of the 
Real Property Law still limit the per- 
missible number of lives to two in sjite 


{ 


of the elimination of “two lives” from 
$42.14 

Fifth: We have other statutes that 
cause trouble. For example, $92 of the 
Real Property Law can cause the un- 
anticipated termination of a trust by 
merger when by some fortuitous event, 
such as the death of a co-trustee, the sur- 
viving trustee is the only life beneficiary, 
as in Reed v. Browne.'* While the Court 
of Appeals has recently limited the effect 
of §92,'° a literal interpretation of the 
statute might leave remaindermen with- 
out the protection of a trust in a way 
never contemplated by the testator. 


Revocation 


Other statutes are out of line with the 
law in other states. Consider for example 
§118 of the Real Property Law and its 
better known counterpart, $23 of the 
Personal Property Law, especially since 
the 1951 amendments.'‘ In England 
under the of Saunders v. 
Vautier,'® all trusts are terminable if all 
of the beneficiaries are sui juris and 
so agree. In America under the Clajlin 
v. Claflin’ rule, trusts are generally not 
terminable, even on the agreement of all 
beneficiaries, if a substantial purpose of 
the trust is as yet unperformed. Not even 
the settlor and the living beneficiaries 
can terminate a trust if contingent re- 
mainders would be destroyed. 

In New York we take neither view 
consistently. Under the New York sta- 
tutes as interpreted, a settlor and living 
beneficiaries can terminate a trust even 
though unborn children and _ certain 
others formerly denominated contingent 
remaindermen are cut off.2° The first 
state to declare contingent remainders 
indestructible has gone the furthest in 
restoring the destructibility rule! And 
yet when the creator of the trust is dead 
(or even when one of several donors is 
dead), the trust cannot be terminated 
though all beneficial interests are vested 
in adult, competent persons who wish to 
terminate the trust.*! 


doctrine 


14See Matter of Brewster, 246 App. Div. 192, 283 
N. Y. Supp. 707 (4th Dep’t 1935), aff’d, 271 N.Y. 
599, 3 N.E. 2d 204 (1936). 

15295 N.Y. 184, 66 N.E. 2d 47 (1946). 

16Matter of Phipps, 2 N.Y. 2d 105, 138 N.E. 2d 
341 (1956); 1956 Annual Survey Am. L. 464, 32 
N.Y.U. L. Rev. 4388 (1957) (court may continue 
trust or appoint successor trustee where will manl- 
fested intent that trust not terminate). 

N.Y. Laws 1951, c. 180. See also 1951 Annual 
Survey Am. Law 665-66 (1952); 26 N.Y.U. L. Rev. 
678 (1951). 

184 Beav. 115, 49 Eng. Rep. 282 (Rolls Ct. 1841)- 

19149 Mass. 19, 20 N.E. 454 (1889). . 

20Smith v. Title Guarantee & Trust Co., 287 N.Y. 
500, 41 N.E. 2d 72 (1942). 

Matter of Race, 9 Misc. 2d 155, 169 N.Y.S. 2d 
600 (Sup. Ct., Spec. T., N. Y. Co. 1957). 
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Another feature that is found in some 
modern statutes is absent in ours; a 
statutory power to invade principal, per- 
haps in a limited amount,”” to protect 
the testator’s widow or children in the 
manner that he presumably would have 
intended.7* 


Accumulations 


Some wealthy clients go to New Jer- 
sey or Connecticut to get the tax ad- 
vantage that is possible only if they can 
establish trusts to accumulate income for 
a period of five or more years, because 
the ghost of Peter Thelluson still walks 
in New York. This eccentric gentleman, 
died in England in 1797 leaving a for- 
tune of some £800,000. Aware of the 
romance of compound interest — and 
apparently intent upon founding one of 
the great families of England, he decided 
virtually to disinherit his sons and 
grandsons living at his death, to leave 
his fortune to trustees to keep his for- 
tune invested and to accumulate the in- 
come for as long as any of his children 
or grandchildren living at his death 
should live, and at the death of the sur- 
vivor to give the accumulated fund to 
remote descendants who should then be 
living.** 

There was great speculation about 
how much the accumulated fund would 
be in the anticipated 75 or 80 years. 
Some thought the fund would grow to 
£23,000,000—a sum larger than the then 
national debt of Great Britain.*° Esti- 
mates ran as high as £140,000,000.°° In- 
dignation ran high, partly because of 
the harsh, unnatural disposition of the 
estate, the unreasonable control of the 
living from the grave, and the danger of 
creating great concentrations of wealth. 


Actually the plan was not successful. 
The trust ended in 59 years and the fund 
was only slightly enhanced. There had 
been mismanagement and unwise invest- 
ments — in part perhaps because there 
were no living beneficiaries. 


At any rate the feeling in England was 
strong enough to cause Parliament to 
adopt what is known as the Thelluson 
Act** to limit accumulations to the life 
of the settlor, to 21 years, or to a minor- 
ity. The New York Revisers, showing by 
their notes their awareness of the Thellu- 
son case, limited the period of accumu- 


See Pa. Stat. Ann. §301.2(a) 
1958) $25,000. 

*Ihid. See also the English Trustee Act. 15 & 16 
Geo. 5 e. 19 (1925). For summary of 1958 Amend- 
ment. see 97 TRUSTS AND ESTATES 855 (1958). 

*Tiiellusson v. Wood Ford, 4 Ves. Jr. 227, 31 
Eng. Rep. 117 (Ch. 1798), aff'd, 11 Ves. 112, 32 
Eng. Rep. 1030 (1805). 

*Address by Powell, supra note 5 at 13. 

*Simes, Public Policy and the Dead Hand 84 
(Coo'ey Lect. 6th Series 1955). 

7739 & 40 Geo. III, c. 98 (1800). 
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lations even more severely; to a minor- 
ity.76 

Our statute has been much too re- 
strictuve. With no accumulation possible 
for an adult, there has been much litiga- 
tion about possible inadvertant viola- 
tions of the statute, such as in amortiz- 
ing mortgages, funded insurance trusts, 
and income-principal allocations. 

Oddly enough most states have got 
along without any legislation on the sub- 
ject. Less than 1 of the states have ever 
had an accumulation statute.*® Less than 
1/5 have them now,*° with Michigan,*! 
Illinois,** Wisconsin,** and Pennsy]- 
vania** having repealed their statutes. 

It is a very real question whether we 
need a Thelluson Act. If it had not been 
for what our Revisers called “the death 
bed vanity’*® of Peter Thelluson, there 
probably never would have been such a 
statute anywhere. Certainly the time has 
come to liberalize our statute and pos- 
sibly to abolish it as other states have. 


Over-all Revision 


If we should reconsider all of our 
statutes, as Pennsylvania did in 1947, 
what would be an ideal system for New 
York? I have some ideas that I would 
like to suggest. 

First, we should change the law only 
as much as is necessary. Change for its 
own sake in property law is dangerous. 
In this field we need certainty and pre- 
dictability more than anything else and 
therefore we should not embark as the 
Revisers did on a brave new scheme 
that we could not possibly think through. 

Second, we should not return to the 
common law rule — certainly not unless 
we first modify our law relating to in- 
destructible, inalienable and accumula- 
tion trusts. 

I realize that most of the scholars in 
New York have advocated a return to 
the common law rule. I am willing to ac- 
cept the time limits of the common law 
rule but I want to modernize the rule 
and our statutes relating to protective 
trusts. 

It would be unfortunate at this date 
to adopt the common law rule without 








°8N. Y. Pers. Prop. Law 816; N. Y. Real Prop. 
Law §61. 

Alabama, Arizona, California, Tlinois, Indiana, 
Michigan, Minnesota, Montana, New York, North 
Dakota, Pennsylvania, South Dakota, Wisconsin. 
See 6 American Law of Property §25.100-. 118 
(Casner ed. 1952). See also Powell, supra note 5 
at 14-15. 

30Alabama, Arizona, Minnesota, New York, 
North Dakota, South Dakota. See 6 American Law 
of Property §25.100-. 118 (Casner ed. Supp. 1958). 
See also Powell, supra note 5 at 14-15. 

%1Mich. Pub. Acts 1952, Nos. 6-7. 

82]]]. Stat. Ann. c. 30, §153 (Smith-Hurd Supp. 
1957). 

3Wis. Law 1957, c. 561. 4 

%Pa. Stat. Ann. §301.6 (Supp. 1958). 

353 N. Y. Rev. Stat. 578 (2d ed. 1836). 


careful consideration of the new statutes 
in several states and of the studies that 
are now in progress both in England and 
in the United States. In many states 
there are movements to “end the Rule’s 
reign of terror.”°° In addition to Penn- 
sylvania*’ there have been new statutes 
in Connecticut,** Idaho,?® Massachu- 


setts,4° Maine*! and Vermont.*? A dis- 


38C.f., Leach, Perpetuities in Perspective: End- 
ing the Rule’s Reign of Terror, 65 Harv. L. Rev. 
721 (1952). 

37Pa. Stat. Ann. §301.4-.5 (Purdon 1950). 

88Conn. Gen. Stat. §2912d-16d (Supp. 1958). 

%9Idaho Laws 1957 c. 54. 

49Mass. Laws Ann. ch. 184A, §1-6 (Michie 1955). 

41Me. Rev. Stat. c. 160 §27-33 (Supp. 1957). 

42Vt. Laws 1957, No. 117. 
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tinguished commission has just made 
recommendations for change in Eng- 
land.*® Suggested statutes have been 
proposed by Professor Simes** and Pro- 
fessor Schuyler.*° We should not rush to 
adopt the common law rule only to find 
ourselves again isolated. 

I hope a legislative commission will 
be appointed to consider all of these re- 
lated problems, including the problem 
of making the rule against perpetuities 
less tyrannical. One of the attempts to 
take the sting out of the rule is called 
the “wait-and-see” doctrine. It was first 
adopted in Pennsylvania*® and has cur- 
rently been adopted with variations in 
Connecticut, Massachusetts and Maine.** 

States copy from each other, often 
without independent thought and reflec- 
tion. For example, several states copied 
our old New York statutes,** but happily 
have learned the error of their ways.*® 

The wait-and-see doctrine gives the 
illusion of being sweet and reasonable- 
and many lawyers and trust officers 
would find it comfortable to live with. In 
effect it provides that the question of 
whether a future interest violates the 
rule against perpetuities should be post- 
poned until there is an actual need to de- 





See Legislators’ Handbook on Perpetuities, pre- 
pared by Committee on Rules Against Perpetui- 
ties, A.B.A. Section of Real Property, Probate and 
Trust Law, at 8-9 (Pamphlet 1958). 

“Simes, Public Policy and the Dead Hand, 74-82 
(Cooley Lect. 6th Series 1955). 

“Schuyler, Should the Rule Against Perpetuities 
Discard Its Vest?, 56 Mich. L. Rev. 683, 887, 949- 
51 (1958). 

“Supra, note 37. 

47S$ee notes 38, 40, 41 supra. 

‘SE.g. California, Indiana, Michigan, Minnesota, 
North Dakota, Oklahoma, South Dakota, Wiscon- 
sin. See 5 Powell, Real Property §§811, 815, 818, 
819, 822, 824-26 (1950). 

49Tbid. 


cide it — usually when the precedent 
trust or life estate ends. At that time 
a court could consider the facts then 
known. Only then would we have to 
select the measuring lives — we would 
then see if there were not in fact some 
persons whose lives extended from the 
creation of the interest until the con- 
tingency was resolved. Professor Simes 
has pointed out that it would be easy, 
perhaps common, to have the control of 
the dead hand for a century or longer.*® 
And there would be this especially ob- 
jectionable feature: in the meantime 
there would be no known persons who 
could say for sure that they were the 
ones who had valid future interests — 
nor could the heirs say that they would 
take because of the invalidity of the 
future interests. There would be what 
our Revisers®! called a prolonged period 
of procrastination. If the case in hand 
involved a trust with an adequate power 
of sale, then the problem would be some- 
what less difficult, but if the trust were 
indestructible or inalienable or an ac- 
cumulation trust, there would be other 
difficulties. If the property involved were 
real property, and if no one were given 
a power of sale, there could be some 
cases that would eclipse the Thelluson 
case and give the politicians a field day. 

I want the rule ameliorated but not at 
the price of “wait-and-see.” We could 
easily take some of the venomous fangs 
out of the rule without taking out all of 
its teeth. We could cure the specific hard- 
ship cases: the “unborn widow,” the 

50Simes, Is the Rule Against Perpetuities 


Doomed?, 52 Mich. L. Rev. 179, 184-90 (1953). 
513 N. Y. Rev. Stat. 572 (2d ed. 1836). 
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“fertile octogenarian,”°” and so fo:th, 
We could cut more advanced ages of 
children to 21.5% Probably we could 
make use of the cy pres doctrine.** jut 
the rule must always be sharp, asceptic, 
even somewhat dangerous. Society must 
be protected. We should not have booby 
traps — but a draftsman must know his 
craft and must know the limits imposed. 

The time of the common law rule is 
acceptable (with the amelioration sug- 
gested above) but it would be intoler- 
able if no modification were made in 
our doctrine relating to destructibility of 
trusts and the protection of beneficiaries. 

This brings us to the third point. 
Spendthrift trusts and accumulation 
trusts for the full period of the common 
law rule (especially if the wait-and-see 
rule should be adopted) would in my 
judgment be intolerable. In the first 
place such a change would be politically 
impossible. Furthermore, it would soon 
crack under its own weight. 

There could, be some re- 
forms that would, without doing too 
much violence to our traditions, modern- 
ize our law about trusts and make the 
adoption of the common law rule (with 
modifications) possible politically and 
defensible socially. 

We must decide how far we shall make 
trusts destructible by the living when 
the settlor does not (or cannot) consent. 


however. 


Section 23 has gone a great distance — 
perhaps too far. We must now recon- 
sider the problem of the proper rule 
where the consent. | 
would like to go a long way toward the 
easy termination of all trusts that no 
longer serve the living — including a 
limited statutory power to invade prin- 
cipal for close relatives. 

Furthermore, we must reconsider our 
law of spendthrift trusts. How much pro- 
tection is socially desirable? Certainly 
not as much as we give now. The pro- 
tection should be limited to support — 
either by limiting the amount of princi- 
pal or income or both.*® 

Finally — if we had a reasonable rule 
as to destructibility and a reasonable 
limit on protective trusts — I would re- 
peal the accumulation statute entirely. 

This package would modify many sec- 
tions, but it would only modify. Every- 


donor does not 


thing about it is time-tested — scme- 
where. | think the plan is attainable and 
would be a vast improvement on what 
we have. We have for too long suf! red 
under the dead hand of the Revise 

52See Leach, supra note 36, at 731-34. 

53As was done in The Law of Property Act 
1925, 15 & 16 Geo. 5, c. 20, §163. 

54Simes, Public Policy and the Dead Han OP- 


cit. supra note 44 at 74-76. 
5Griswold, Spendthrift Trusts 629-51 (2d «‘.)- 
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.. Portfolio Studies . 


.. Funds index .. 


Favorable Factors Indicate Prudence of Choice 


CLYDE E. BORMAN 


Vice President, Alton Banking & Trust Company, Alton, Illinois 


NE PROBLEM OF THE TRUST DEPART- 

ment is to achieve a proper rela- 
tionship between equity securities and 
fixed income obligations. Very rarely is 
there an opportunity to employ funds in 
corporate or quasi-governmental securi- 
ties which will fulfill both these func- 
tions. It appears that FNMA fixed in- 
come obligations and its common stock 
provide a unique opportunity for such 
co-relation of investment purpose. In de- 
fining the worth of FNMA securities, it 
is necessary to recall the history of the 
Federal National Mortgage Association 
and to review the structure of this unique 
governmental agency. 

The Federal National Mortgage Asso- 
ciation was created in 1938 by the Re- 
construction Finance Corporation. Its 
purpose was to provide a secondary mar- 
ket for real estate mortgages at 100% 
of the principal balance due, the mort- 
gages being insured by the Federal 
Housing Administration and the Veter- 
ans Administration. Operating funds 
were borrowed from the Treasury with 
the exception of two series of notes is- 
sued in 1938 and 1939. 

The original FNMA was placed in 
liquidation on November 1, 1954. On 
that date, three fiscally independent 
functions were created under the gen- 
eral heading of the Federal National 
Mortgage Association. Each function is 
separate and distinct from the others 
and possesses separate accountability, 
assets, liabilities, and borrowing author- 
ity. It is the operation of these three fis- 
cally independent functions which some- 
times leads to confusion in FNMA ap- 
praisals and which must be examined in 
order to determine the investment qual- 
ity of FNMA’s obligations and common 
stock. Operation of all three functions 
commenced on November 1. 1954 as a 
constituent agency of the Housing and 
Home Finance Agency under the name 
of the Federal National Mortgage Asso- 


ciation. 
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Special Assistance Functions 
Under this Function of the FNMA, 


all benefits and burdens inure to the 
Secretary of the Treasury who provides 
the necessary funds for its operations. 
The purpose has been defined as follows: 


1. For housing of acceptable 
standards at full economic costs for 
segments of the national population 
unable to obtain adequate housing 
under established home financing pro- 
grams. 

2. A means of retarding or stop- 
ping a decline in mortgage lending 
and home building activities which 
threatens materially the stability of 
a high level national economy. 


Under these Special Assistance Func- 
tions, mortgage sellers are not required 
to purchase common stock nor is there 
any recourse to the capitalization of 
FNMA for funds employed which are 
obtained by borrowing directly from the 
Secretary of the Treasury. 


Management and Liquidating 
Functions 


FNMA as originally constituted was 
placed in liquidation November 1, 1954. 
Loans from the Treasury up to this time 
were to be repaid from the proceeds of 
publicly issued, unguaranteed deben- 
tures, as well as from sale or repayment 
of real estate mortgages. The total 
amount of debentures could not, in the 
aggregate, exceed the total of cash on 
hand, government guaranteed mortgages 
and United States securities owned by 
FNMA in its Management and Liquidat- 
ing Functions. 

Therefore, this Function is financed in 
two ways: (1) by borrowing from the 
Treasury; (2) by the sale of Manage- 
ment and Liquidating Function obliga- 
tions to private investors. 

As in the case of the Special Assistance 
Function, all benefits and burdens inure 
to the Secretary of the Treasury. There 
is no recourse to any capitalization of 





FNMA for the protection of these obli- 
gations. However, this has been one of 
the most profitable operations of any 
governmental agency. Since 1938 it has 
realized net income of $271.9 million: 
of this amount, $164.4 million has been 
paid as dividend to the Government. 


In a letter to the Federal National 
Mortgage Association, Mr. G. M. 
Humphrey, then Secretary of the Treas. 
ury, stated: 


“I am of the opinion that the timely 
payment of interest on outstanding 
obligations, and the repayment of 
principal at maturity are unquestion- 
ably functions for which the associa- 
tion may properly borrow from the 
Treasury. Accordingly, the Treasury 
will make loans to the Association un- 
der the procedures provided for in 
sub-section (d) of section 306, if there 
be any need therefor to enable the 
Association to carry out its manage- 
ment and liquidating functions, in- 
cluding the timely payment by the 
Association of interest and principal 
with respect to its Series ML Notes.” 


It is in the purchase of Management 
and Liquidating Function obligations of 
FNMA that some investors are interest- 
ed. Here is an agency with an enviable 
record for production of income com- 
pared with other federal agencies; hence, 
FNMA cannot help but show favorably. 
In addition to good earnings, the privi- 
lege of borrowing from the Treasury is 
a protection for debt holders. Also, 
while obligations of this function are not 
guaranteed directly by the Government, 
all borrowings are adequately secured 
by cash or pledged mortgages (in turn 
guaranteed by either the Federal Hous- 
ing Administration or the Veteran’s Ad- 
ministration) or by government bonds. 
To these safety factors should be added 
the aforementioned obligation on the 
part of the Treasurer to lend the agency 
funds for payment of interest and prin- 


cipal on publicly held debt. 


Regardless of sociological implica- 
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tions, here is an agency issue which, for 
all practical purposes, is government 
guaranteed. ML obligations of FNMA, 
backed by thousands of mortgages 
throughout the country, most of them 
well seasoned by this time, and also by 
stand-by governmental assistance, de- 
serve mature consideration in employ- 
ment of trust funds. 














Secondary Market Operations 


The accompanying figures show the 
growth of the Secondary Market Opera- 
tions since establishment and the earn- 
ings available for preferred and com- 
mon dividends, also the financial posi- 
tion at September 30, 1958: 


FNMA is not only a purchaser but a 
seller of mortgages. Total mortgage hold- 
ings dropped approximately $300 mil- 
lion for the first nine months of 1958, 
representing sale and partial liquidation 
of mortgages with approximate equal re- 
duction in notes payable and debentures. 
Since many mortgages are acquired at 
a discount and sold later at a profit, 
earnings benefited both preferred and 
common stockholders. 

During later months of 1958, FNMA 
switched from a seller to a buyer of 
mortgages again with larger earnings 
from interest payments in the mortgage 
portfolio for preferred and common 
stockholders. To be eligible for purchase, 


bli- 
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mortgages must be first liens not in ex- 
cess of $15,000 principal for each fam- 
ily unit covered by the mortgage, and 
must be guaranteed by either the FHA 
or the VA. Incidentally, the ratio of 
mortgages delinquent in excess of one 
month was 1.07% at June 30, 1957, 
compared with 2.95% at June 30, 1956. 

Funds for Secondary Market Opera- 


tions come from two places: 


1. They are established by statu- 
tory requirements that those who sell 
mortgages to FNMA shall make non- 
refundable capital contributions for 
which they receive non-voting capital 
stock. 

2. FNMA has the authority to is- 
sue its obligations to private holders 
upon approval of the Secretary of 
Treasury. These obligations may also 
be issued to the Treasury with a limit 
of $2.25 billion under certain circum- 
stances. 


In Business with Government 


Initial financing under the Housing 
Act of 1954 provided for government 
subscription of $92,820,305 preferred 
stock (later increased by $50,000,000 
in 1957) representing the capital, sur- 


BUSY 
TRUST 
OFFICERS 


are invited to 
send for a copy of 


“PLANNED 
INVESTMENT 

FOR BANK TRUST 
DEPARTMENTS” 


The complex task of administering trust 
funds is one that takes an increasing 
amount of your time and effort. As a 
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of this, and you know that one of the 
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management of the securities portfolio 
itself. 


Knowledgeable as you may be about 
investments, haven’t you often felt it 
would be very helpful to have a group 
of competent outside advisors regularly 
available? Haven’t you wished that the 
investments of each of your trusts could 
have the advantages of professional ad- 
visors who would be available to you 
at all times? 
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help. 
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plus and reserve of the old Federal Na- 
tional Mortgage Association. 

FNMA can issue unguaranteed deben- 
tures to private investors, but so long 
as the Government owns preferred stock, 
the Treasury may also purchase these 
debentures up to a limit of $2,25 bil- 
lion. The agency may issue obligations 
not exceeding ten times its capital, capi- 
tal surplus, general surplus, reserves and 
undistributed earnings, but not in ex- 
cess of its free ownership of cash, mort- 
gages, bonds or other obligations guar- 
anteed by the United States. These de- 
bentures are lawful investments and may 
be accepted as security for all fiduciary 
trust and public funds under the control 
of the United States or any officer or 
officers. National banks may invest in 
them without regard to statutory limita- 
tions and restrictions generally applic- 
able to investment securities. The deben- 
tures are also eligible as collateral for 
‘Treasury Tax and Loan accounts. 

The Secretary of the Treasury is en- 
titled to cumulative dividends on 
FNMA’s preferred stock from the date 
the Treasury’s capital is received or 
“utilized” by FNMA until the stock is 
retired. Preferred stock dividend rates 
are determined by the Secretary of the 
Treasury at the beginning of each fiscal 
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year, taking into consideration the cur- 
rent average interest rate on outstanding 
marketable obligations of the United 
States on the last day of the preceding 
fiscal year. 

Funds of FNMA’s surplus accounts 
will be available to retire the preferred 
stock as rapidly as FNMA deems feas- 
ible. After all preferred stock has been 
retired, the Housing and Home Finance 
Administration is authorized to recom- 
mend legislation to transfer assets, li- 
abilities, control and management of the 
secondary market operations of FNMA 
to the common stockholders. When and 
if this occurs, FNMA must pay to the 
Secretary of the Treasury that part of 
retained earnings based on the ratio of 
preferred stock to total capital employed. 
This ratio, while computed by FNMA, 
must be agreed upon by the Secretary 
of the Treasury, and is subject to public 
audit (as is the entire FNMA operation) 
by the Comptroller General. 


Equity Through Mortgage 
Financing 

Mortgage sellers are required to sub- 
scribe to common stock in FNMA equal 
to 2% of the unpaid principal amount 
by terms of the Housing Act of 1957. 
Under the old law, a secondary market 
was provided at 100% of the principal 
amount due and insured by the FHA or 
VA. Under the revised law, however, the 
secondary market is provided only at 
going market prices. 

Dividends on common stock may be 
declared by FNMA’s board of directors 
at its discretion but are limited in any 
one fiscal year to 5% of the par value of 
outstanding common stock. As long as 
the preferred stock is outstanding 
($142,820,305 as of June 30, 1958) the 
percentage of dividends on common 
stock will not exceed the dividend rate 
on preferred stock. Obviously such a 
dividend procedure is designed to main- 
tain a realistic market value on FNMA’s 
common stock approximating its book 
value, without jeopardizing the position 
of the Treasury’s holding of preferred 
stock. The ultimate aim of FNMA is of 
course full and complete ownership by 
the common stockholders. 

The secondary market function also 
has an additional source of revenue, one- 
half percent or one percent of the prin- 
cipal of mortgages purchased is charged 
as a marketing fee, depending on 
FNMA’s estimate of marketability. 

Anticipating ultimate private owner- 
ship, FNMA pays to the Secretary of the 
Treasury the equivalent of Federal in- 
come taxes for a private enterprise. This 
insures that, when private ownership 


takes over, earnings will not appear io 
have declined sharply from _previou- 
levels. 


Unique Features 
FNMA is the only publicly traded gov. 


ernment-controlled common stock on the 
market. Some additional items of inter- 
est to potential investors in this stock 
are: 


1. By March 1958 (when the 
stock’s book value had risen to $105 
per share) the stock was selling at 
about 60% of book value. 

2. Through its policy of purchas- 
ing mortgages at the going market 
rate, FNMA is in the position of buy- 
ing mortgages at a greater discount 
when the cost of its own borrowing 
rises. As an example, a 44%% mort- 
gage purchased at 90-92 provides 
about a 5% return. 

3. FNMA consistently borrows at 
rates substantially below its income 
on mortgages. Additionally, it has 
been able to refund higher cost obli- 
gations into those bearing lower in- 
terest rates several times during 
1958. Average interest cost as of 
December 31, 1957 was 4.25% but by 
March 1958 this had declined to 
3.92%. On August 11, 1958, FNMA 
borrowed $100 million at 1.45%, 
while its mortgages were still earn- 
ing the rate of interest at which they 
had been purchased. 

4. When interest rates rise, the 
tendency is for sellers to offer larger 
amounts of mortgages to FNMA 
which then adjusts the purchase price 
downward with increases in purchase 
and marketing fees. When rates de- 


cline, FNMA sells mortgages at a 
profit. 
5. As of November 10, 1958, 


FNMA had paid out 5.78% per share 
in dividends since 1956 (dividends de- 
clared in fiscal years 1957 and 1956 
totaled $298,392 and $44,144 respec- 
tively) and the book value per share 
had increased from $100 to $109.41. 

6. Sales of FNMA common stock 
often do not represent a true value 
since mortgage sellers are sometimes 
forced by economic conditions to sell 
the stock taken in payment. These 
sellers of mortgages are not investors 
but financiers and sellers of real es- 
tate paper. They therefore sell a com- 
mon stock which they were forced to 
take on a real estate transaction in 
a market which is dealing primarily 
in equity securities and which does 
not hesitate to benefit by their mis- 
fortune. In the minds of these sellers, 
therefore, FNMA common stock rep- 
resents another discount they are 
forced to take, recoverable only to the 
amount they can obtain by sale in 
the market. This “forced sale” <on- 
cept has resulted in FNMA sellin» at 
about one-half current book value, 4 
price, it must be admitted, cons’ er- 
bly lower than equities. 

7. The price of FNMA common 
stock has moved up somewhat ir re- 
cent months: 
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Bid Asked 
10-24-58 551% 58% 
1-30-59 58% 62% 
Dividends amounted to $1.53 in 1956 
and $2.38 in 1957. At 59, the yield 
was 4% on the 1957 dividend. The 
directors declared the first dividend 
in January 1956 at the rate of 17 
cents per share, and monthly divi- 
dends at this rate have continued. 


It is difficult to determine when re- 
demption of Treasury-held preferred 
stock will begin. The experience of 
FNMA during the years just past indi- 
cate that ever-increasing participation 
by the Government is to be expected. 
Preferred stock has been increased, 
rather than decreased, because of poli- 
tical emphasis on the part of govern- 
ment in housing and this trend is likely 
to continue for some time. 

This, however, should cause owners 
of the common stock little or no con- 
cern. It does not seem that liquidation 
of the Government’s interest would be 
particularly desirable in the immediate 
future. Complete private ownership 
would eliminate FNMA’s access to pub- 
lic funds. It would dissolve the partner- 
ship of common stockholders with the 
largest and strongest stockholder in the 
world—Uncle Sam. The principal fact 
not to be overlooked is that, regardless 
of the amount of Government ownership, 
earnings appear adequate for dividends 
to common stockholders with gradual 
capital growth by plow-back, yet pub- 
licly-owned capital stock is of a corpora- 
tion in which continued investment by 
the Treasury is likely and whose princi- 
pal assets are fully guaranteed. 

Historically the United States Govern- 
ment has not been too quick to dissolve 
its partnership with Federal agencies. 
As an example, the Banks for Coopera- 
tives have been in business since 1933 
and yet, as of June 30, 1957, the Federal 
Government still owned 85% of their 
capital stock. The Federal Intermediate 
Credit Banks have been in business since 
1923 and Uncle Sam still held 95% of 
capital stock and participation certifi- 
cates as of June 30, 1957. Examples of 
full private ownership are the Federal 
Land Banks, whose origination dates 
back to the Federal Farm Loan Act of 
July 17, 1916 but which are completely 
owned by the National Farm Loan Asso- 
ciations. Regardless of the length of 
time in business, of Government owner- 
ship or lack of it, of the fact that each 
Issues its own obligations not guaran- 
teed by the United States government, 
non’ have common stockholders. 


Public Ownership — When? 
Public ownership of FNMA, when and 
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if accomplished, would be desirable since 
it would make present stockholders in- 
vestors in one of the largest corporations 
in the United States. Moreover, govern- 
ment guarantee of the principal invest- 
ment assets of the corporation—namely 
G.I. and V.A. loans—would place FNMA 
in a uniquely sound position as an inde- 
pendent business. While it is hoped that 
public ownership will come about in due 
course, it seems relatively unimportant, 
however, for common holders whether 
or not this is effected in the foreseeable 
future. 

The fixed income obligations of the 
Management and Liquidating Functions 


and the Secondary Market Operations 
should be attractive to trust investors. 
In addition to factors already enumer- 
ated, there is the intangible relationship 
of FNMA to the Government—a factor 
in all agency issues, but more closely 
identified with FNMA than with others. 
This is an intangible but the conviction 
of most investors that the federal gov- 
ernment will allow nothing to interfere 
with successful operation of its agencies 
is the predominating influence affecting 
all agency issues and in most of them it 
is difficult to see where any other factor 
prevails. Not so FNMA, however, since 
(Continued on page 118) 
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EQUITY CHANGES IN COMMON TRUST FUNDS 


OMMON STOCKS OF 175 COMPANIES 
Pave newly purchased and those of 
114 companies were completely sold out 
by one or more of the 194 Common 
Trust Funds that reported to Trusts 
AND Estates their equity changes for 
the quarter ended December 31, 1958. 
Nineteen of the companies whose stock 
was newly purchased in this quarter 
were not held by any Common Trust 
Fund at the end of 1957. They are indi- 
cated by an asterisk. The ten companies 


whose stock was completely eliminated 
from the list previously held are indi- 
cated by a dagger. 

Of the companies represented for the 
first time the largest number of pur- 
chases (7) was for Upjohn. Among the 
companies whose stock was already in 
the list, U. S. Steel for the third suc- 
cessive quarter had the greatest net in- 
crease (6) followed by Guaranty Trust 
of New York and American Telephone 
and Telegraph with five each. 


In the list below the number of Funds 
(of the 194 reporting) that during the 
quarter added a stock to their holdings 
is shown in the “N” or newly purchased 
column. Those that eliminated a stock 
from their portfolio are represented by 
the figure in the “S” or sold out col- 
umn. The final “H” column shows the 
total number of Common Trust Funds 
(not limited to the 194) that hold the 
stock according to the latest informa- 
tion received. 























Drucs, Foops, Topacco INDUSTRIAL NS H Pusiic UTiLities 
N Ss N Ss H Pittsburgh Plate Glass ....... 1 62 NS 
Abbott Laboratories ............ 1 22 Air Reduction ................ <' eit Pullman ........ 2S RARE STG | 3 Amer. Nat. Gas ............ ae 37 
Amer. Bakeries 1 S (Allied Chiees.. -n.ncccs..ccnscccsecs 1 2 79 Ruberoid ...... -- 1 2 Amer. Tel. & Tel. ................ 5 183 
Amer. Tobacco . 2 88 Amer. Can ............ 3 2104 St. Regis Paper - ae! 6 *Arrowhead & Puritas 1 1 
+Bristol-Myers 2 0 Amer. Cyanamid ................ 1 2112 *J. P. Stevens - - 2 2 Baltimore Gas & Elec. ........ 2 52 
+Calif. Packing ...................... 1 © Amer. Optical .... eek 1 1 4. Sylvania Elec. Prod. -2 1 10 Boston Edison . 1 + ae 
Canada Dry ........... 1 2 Amer. Rad. & Stan. San. 1 4 Texas Gulf Sulphur ses 4 5 18 Carolina Pwr. & Lt. . ore 24 
Coca Cola. ............ a 1 14 *American Seating .......... ot 1 *Thompson Ramo- Woolbridge 2 2 *Cent. Hudson Gas & Elec. .. 1 1 
Corn Products .....................--- 1 62 Armstrong Cork .1 1 49 Union Carbide ........ 3 189 Central Illinois Lt. ........ val 9 
*Cream of Wheat oa 1 Atlas Powder el g United Aircraft -..... 1 13 *Cent. Louisiana Elec. .......... 3 3 
General Foods ........ veel 115 Bendix Aviation 2 91 U.S. Gypsum ......... . 8 76 Colorado Interstate Gas 1 4 
General Mills ...... eee 1 26 Boeing Airplane .... - 3 West Va. Pulp & Paper 1 10 Columbia Gas System .......... 1 19 
pe ee 2 13 Borg-Warner . 1 35 Westinghouse Elect. ............ 4 86 Commonwealth Edison 2. a2 
Liggett & Myers ‘ 1 10 Burroughs 1 1g Weyerhaeuser Timber .......... 1 11 Consolidated Edison S 1 41 
McKesson & Robbins ............ 1 ee a S «a Consol. Nat. Gas .................... 2 50 
i ea 9 3 Champion Paper & Fibre . 1 4 MERCHANDISING & Consumers Power ..............-.. 1 45 
National Biscuit _.............. 1 85 Champion Spark Plug nD? 3 MISCELLANEOUS Detroit Edison ...... ene er 17 
geo Dairy Products 1 2132 Chrysler sea 2 4  aniied Stores 2 8 14 i ree — Gas 1 18 
) 2 = ‘ ee =. equitable Gas .......... 0 
‘oniee a eeaeaaaalalli os Sceeiiee = wv) 1 3 Fed. Dept. Stores . 218 Sets tr ss cs 
Suede 2 fe p a ae W. T. Grant Ree 1 16 rrr ee pas 
IN OGOP ec ccccess.c.s.s.c.. 2 £ S8 ‘Continental Can ............ 1 78 Gen. Pub. Utilities .......... a 37 
Philip Morris ....... 1 & Crown Zellevbach 9 55 Great A&P Tea ........ 1 a General Telephone . <2. t 
Pillsbury ....... wishes og 5 Dresser Industries . 2 11 Kroger , 1 28 Illinois Power es is 
Procter & Gamble ..... .1 1 42 = duPont eS ee pe eye Ward -8 1 41° Jndianapolis Pwr. & Lt. 1 16 
Reynolds: Tobacco ..... 2 46 *Elect. Storage Battery a | 1 j.c _ re ] 2 *Internat. Tel. & Tel. .... 2 2 
Standard Brands 1 9 +Emhart Mfe. oe Bs 1 Oo Safes eee os 5 er Towa Pwr. & Lt. .... 1 10 
Sunshine Biscut ........ 1 10 Fibreboard Paper Prod. 1 3 es vagy” — * 2 l = Laclede Gas ............ ne i 2 
Swift & Co. Tee RS ame 2 14  £2Firestone Tire & Rubber .... 1 36 Pate “tela 7s oe * Lone Star Gas ...... oe 1 18 
Ueled Pret Ci CPiinthote 1 g {Strawbridge & Clothier 1 0 Middle South Utilities 1 41 
.  __ | SEE eee ee | 7 ‘ood Mach. & Chem. Cay 18 Bg yo wher gay cee sae : 2 Miss. River Fuel . 1 9 
Wm. Wrigley, ee ie i eS eee ‘> Rage Steno °f New England Elec. Syst. 221i 
General D Mn A. ad 3 N. Y. State Elec. & Gas ...... 1 27 
i o> qian : : 199 PeTroceum, Mining & METALS Niagara Mohawk Pwr... 1 - 
General Motors om 194. Allegheny Ludlum Steel 1 7 Ohio Edison .......... 1 46 
FINANCIAL & INSURANCE accesses 1 11 Aluminum Co. of Amer. .. 2 1 56 se a : Elec. . 1 65 
B. F. Goodrich ................. 1 1 45 Amer. Metal Climax . = 1 5 acitic fel. el. . 2 
Aetna Ins. ..... = 1 12. W. R. Grace : aioe AM 7 Amer. Smelt. & Refin. - 1 26 Penna. Pwr. & Lt. ..... 1 19 
Aetna Life Ins. ................ 2 5 Great Northern Paper ........  S “Peie Steet ok. ccc S 33 Peoples Gas Lt. & Coke ...... 1 24 
Bank of Amer. ...................... 1 15 Hammond Organ ...... 1 2 *Ashland Oil Refin. .............. 1 1 Public Serv. Elec. & Gas 3 1 24 
Moston Ins. ............ 1 1 Harbison-Walker Refract. . 1 11 Atlantic Refin. aaa 1 26 Public Serv.—Ind. .... 1 39 
+Camden Fire Ins. ...... * 1 0 Hooker Chemical 1 17 Bethlehem Steel ............... 2 69 +Public Serv.—N. H. ........ 1 0 
Chase Manhattan Bank | 2 By See Cee q... 5. 1 7 Freeport Sulphur ................. 1 g Puget Sound Pwr. & Lt. 1 6 
C.1.T. Financial .......... 1 70 Ingersoll-Rand ae 1 33 *Granite City Steel . : 1 1 Rochester Gas & Elec. 1 11 
C. & S. Nat. Bk.-Savannah 1 4 Internat. Bus. Mach. .... 2 1 58 Halliburton Oil Well Cem. 1 1g Southern Co. esses 3 1 49 
Commercial Credit ...... 3 2 48 Internat. Harvester 2 3 70 Inland Steel ...... fEROe 1 54 oe oe Gas ...... 1 12 
Cont’l. Ill. Nat. Bk. & Tr. 1 30 Internat. Shoe .................... 1 5 Internat. Nickel 4 25 exas Utilities ............... 53 
Continental Insurance 1 2 56 %Johns-Manville 4 3 92 Kennecott Copper ..................1 1115 *Tueson Gas, El. Lt. & Pwr. 1 l 
Family Finance .......... ae 2 Kimberly-Clark 1 1 28 National Lead .......... le ee Oe ee — settee 11 
Fireman’s Fund Ins. 1 28 *Kroehler Mfg. : 1 1 National Steel .......:............... 2 35 nite BS... ener eeee 1 68 
Firstamerica ...... a 7 Lehigh Portland Cement 1 9 Phelps Dodge ...............- aa 39 Wisconsin El. Pwr. ........ 1 30 
First Nat. Bk., Boston ........ 1 1 37 #Libbey-Owens-Ford Glass .. 2 35 Phillips Petroleum 1 135 
First Nat. City Bk., N. Y. 1 112 Ldly Tulip Cap ................ oc 5- Pare O81 ......... pecs aoe 7 T 
*General Reinsurance 2 2 Link-Belt $ t if . Dep Sie ................ i 12 RANSPORTATION 
Great Amer. Ins. ......... 1 15 MecGraw-Edison ................ fe 1 16 Reynolds Metals 1 2 
Guaranty Trust, N. ¥.. ........ 6 1 69 +Marquette Cement ................ 1 0 Sinelair Oil _.. 4 1 59 Amer. Airlines .......... von 2 
Home Insurance ....... 1 17 Melville Shoe ...... Sects 1 4  Socony Mobil Oil . 42148 AT. & SF. RES 1 1 48 
Irving Trust, N. Y. .... a: a 13. Minn.-Honeywell Reg. : 1 52 Standard Oil—Cal. .............. 1 95 +Buckeye Pipe ‘Line. — Y 
Lincoln Nat. Life Ins. 1 5 Monsanto Chem. ..... ius 2 8 48 Standard Oll—ind. ................ 1102 Chesapeake & Ohio ...... ai 28 
Manufacturers Trust, N. Y. 1 7 North Amer. Aviation 3 8 Standard Oil—Ky. ........ a 2 Gen. Amer. Transport. 2 35 
*Pacific Finance ....... = 1 1 Olin Mathieson Chem. ........ 3 9 Standard Oil—N. J. .. 1 1200 Great Northern <2 1. 8 
Peoples First N. Bk., Pitts. 1 3 Otis Elevator ee 23 Standard Oil—Ohio ..... 1 8 *Greyhound c 1 1 
+Piedmont Life Ins. 1 0 Owens-Illinois Glass eatin OR SBR ac: 1 163 Panhandle East. "Pipeline 2 15 
Seaboard Finance < 3 tPepperell Mfg. ............ , 1 0 Union Oil . 3 9 Southern Pacific Rwy .......... 3 7 
Springfield Fire & Marine ee ae 1 *Philips Gloeilampen ..... 2 :) eS Steel . 6 116 Southern Rwy ae | 15 
Transamerica 1 2 10 Pitney-Bowes oe: 2 Youngstown “Sheet & Tube 1 5 Union Pacific . .1 2 55 
New Common Trust Funds 
The following Common Trust Funds should be added to the list published in the January issue (p. 28): 
Established Bank Type Established Bank Type 
9-30-58 First National Bank of Arizona, 1-30-59 Texas National Bank, Houston D 
OS Se Se FI&CS 2-1-59 Trust Co. of Morris County, 
1-30-59 Fulton National Bank, Atlanta... D Morristown, N. J. _ FI&CS 
Second National Bank, New Haven. D 2-2-59 First American Nat. Bank, ‘Duluth - _FI&Cs 
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Diversitas-your clavis 








to low-cost pension plans 


A portfolio that is truly diversified is one of the 
fundamental keys to low-cost retirement plans. Only 
a carefully chosen variety of stocks, bonds, and 
other investments can give you assurance of an 
earnings curve that will match a moving economy. 


This means two things: 1) when living costs rise, 
and pension plans must be revised upwards, the 
money will be there to meet the demand; and 2) 
the more money a plan earns, the less the company 

vill have to contribute out of its own earnings, and 
he lower its costs will become. 


The trick, of course, is to find somebody with 
enough experience to build such a folio and enough 
time to pursue it. Here The Bank can help. The 
First is busy enough in our country’s commerce to 
have highly valuable investment information come 
to it regularly, and it’s big enough to maintain a 
separate group of specialists that handle nothing 
but pension and profit-sharing funds. 


Give us a call the next time a client needs a plan. 
You know our motto: “Vos leges vigilate et nos 
pecunias custodiemus.”’ 


The Trust Department 


The First National Bank of Chicago 


Dearborn, Monroe and Clark Streets - Building with Chicago since 1863 








MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Precarious BALANCE 


The 1959-1960 “balanced budget” of 
$77 billion reflects the President’s grow- 
ing concern over the fate of the dollar. 
It is a sincere, if somewhat tardy, effort 
to sweep back the spending waves which 
have been rising higher in recent years 
as federal activities have continued to 
expand into state and local areas. 

The entire concept of achieving a 
“surplus” of around $70 million rests 
upon rather thin ice, in the judgment 
of many Washington observers. For one 
thing, income tax revenues will have to 
increase by a hoped-for $8.3 billion 
without a boost in going rates, while the 
estimates are based upon higher taxes 
on gasoline and diesel fuel and another 
rise in postal rates. These measures Con- 
gress appears reluctant to enact, mean- 
while keeping an eye on the upcoming 
national elections in 1960. More impor- 
tantly, Congress must also curb its urge 
to tack on just “one more” appropria- 
tion here and another there which will 
“only cost $200 million this year” but 
which will go on snowballing for years 
to come. 

President Eisenhower has _ resisted 
new programs this time but it is never- 
theless sad to see that $2.1 billion is in- 
cluded in aid to local areas under 14 
programs, nearly double what was spent 
three years ago. It is alleged that future 
commitments under these headings will 
top $6 billion by the close of fiscal 1960, 
exclusive of rivers and harbors, high- 
ways, health and welfare. This is just 
another example of the fact that projects 
once initiated have a more tenacious 
existence than the proverbial cat. 

At this point, to, it may be well to 
state that Mr. Eisenhower’s score in the 
seven budgets submitted, if 1960 man- 
ages to stay balanced, exactly matches 
Mr. Truman’s, namely, three surpluses 
and four deficits. It should be recalled, 
however, that Mr. Truman inherited the 
inescapable spending burdens of the end 
of the World War and Korea. To date, 
the Eisenhower regime has run up near- 
ly $30 billion in deficit spending. 

Congressional reaction to the budget 
proposals was decidedly on the luke- 
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warm to antagonistic side and it is cer- 
tain that the President will not find 
whole-hearted or unanimous support of 
his pleas for economy even in his own 
party. Democratic leaders were openly 
hostile in stating that the test of a bud- 
get is whether it serves the needs of the 
people and that Congress would apply 
that test to it. Such a legislative climate 
is hardly conducive to growth of the 
tender plant of dollar stability. 


The members of Congress are individ- 
ually decent, honest and patriotic citi- 
zens who would do nothing deliberately 
to harm the country’s interest. However, 
for all their talk of preserving a sound 
dollar, it is to be doubted that many of 
them realize the degree by which its pur- 
chasing power has already been shaved. 
They do not wish outright inflation but, 
in common with many other people, they 
see no harm in a mild stimulation which 
seemingly brings business activity and 
a high rate of employment. 


Events of early February on Capitol 
Hill prove that the spending urge is still 
latent. It will require the utmost effort 
on Mr. Eisenhower’s part to marshal 
support for his economy drive and it 
can likewise only be hoped that the 
warnings of Chairman Martin of the 
Federal Reserve Board to the Congres- 
sional Joint Economic Committee did 
not fall upon deaf ears when he noted 
the Treasury’s increased financing costs 
because of public fear of continuing 
price rises, 


Money MarkKEtTs FAcING 
PRESSURE IN 1959 


In contrast with 1958, it is likely that 
the demand for long-term capital will 
exceed supply by approximately one bil- 
lion dollars during the current year; 
this condition, abetted by a restrictive 
monetary policy, will probably cause in- 
terest rates to rise during the first half 
year, although more moderately and less 
rapidly than occurred in the second half 
of 1958. This appraisal is the finding of 
the annual review prepared by Girard 
L. Spencer of Salomon Brothers and 
Hutzler with the aid of studies by spe- 
cialists in the several fields covered. 


The opinion that the Federal Reserve 
will continue to move rapidly to head off 
any inflationary tendencies through a 
moderately restrictive credit policy is in 
line with its actions during 1958. The 
report also notes that international or 
domestic events may make revision of 
these estimates necessary, citing as an 
example the 1958 new housing legisla. 
tion which raised mortgage totals above 
initial calculations. 


SUPPLY OF LONG-TERM FUNDS 
(in billions) 


Life Insurance —___. aoe ee 
Mutual Savings Banks __....._..______. S23 
Savings and Loan Ass’ns, __.._______.$ 5. 
Corporate Pension Funds 
(uninsured) ee 
State and Municipal Pensions ____$ 1.6 
Fire and Casualty Insurance ___. $ 138 
Individuals, personal trusts, char- 
itable and educational endow- 
ments, union funds, non-corpo- 
rate pension funds .________.._..__$ 5.1 
RAEI Sar EE $23.7 


DEMAND FOR LONG-TERM FUNDS 
(in billions) 

Mortgage Financing —_--___ 
Estimated gross borrowing for 
residential, farm and commercial 
construction $27 billion based on 
an anticipated 1,150,000 private 
housing starts — less amortiza- 
tion and repayments or $11.5 
billion; and after deduction of 
anticipated Government agency 
purchases of $1 billion and com- 
mercial bank purchases of $1.2 
billion. 

State, Municipal and Public Rev- 
enue Authority Financing ____ 
Estimated gross borrowing (ex- 
cluding refundings) $7.6 billion 
less maturities and sinking fund 
purchases of $3.1 billion; and af- 
ter deduction of anticipated com- 
mercial bank purchases of $1.0 
billion. 

Net Corporate, Foreign and Inter- 
national Bank Financing 
Estimated gross offerings (ex- 
cluding refundings) $10.7 billion 
— consisting of $8.6 billion bonds 
and notes, $0.5 billion preferred 
stocks, and $1.6 billion of com- 
mon stocks — less estimated ma- 
turities and sinking fund retire- 
ments of $2.8 billion. 

Demand for Long-Term Funds 


$13.3 


$ 3,5 


$24.7 
Indicated Deficiency $ 1.0 


On the supply side, the larger in- 
creases are found in the savings sectors 
and private pension funds, while a rise 
of $3.1 billion in mortgage financing on 
the demand side indicates that building 
of residential units will proceed at top 
speed, unless unforeseen events occur. 


Eguity Financine Costs 


Underwriting costs of equity financing 
during 1955-57 by 66 electric and gas 
utility companies listed on the New York 
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Atlas Corporation 
33 Pine Street, New York 5, N.Y. 


Dividend No. 11 


on 5% Cum. Preferred Stock 





e Regular quarterly of 25¢ per 
share 
e Payable March 16, 1959 
e Record February 20, 1959 
WALTER G. CLINCHY, 


Treasurer 
January 27, 1959 


Stock Exchange were approximately half 
of those incurred by 53 unlisted com- 
panies in the same period, as shown by 
the respective averages of 1.75% and 
3.45%. This represents a saving for the 
listed companies of some $17,000 on 
each million dollars of common stock 
sold. 

This latest survey by Exchange au- 
thorities confirms three previous studies 
covering financing by corporations in 
diverse lines of activity, all of which 
indicated that public acceptance and 





Uniteo States Lines 


Company 
Common 
Stock . 
DIVIDEND 





The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable Marcn 6, 1959, 
to holders of Common Stock of record 
February 13, 1959. 


WALTER E. FOX, Secretary 
One Broadway, New York 4, N. Y. 














prestige of such listing made for more 
economical sale of capital stock. Espe- 
cially in the utility business where stock 
rights are an important adjunct, an ac- 
tive trading market is essential and in 
the three years in question the report 
states that more than forty million rights 
were traded on the Big Board. 

In conducting this survey, the Ex- 
change authorities recognized that such 
factors as timing of the issue, the 
amount of capital to be raised, the size 
of the issuing company and the num- 
ber of stockholders might influence the 
results and statistical procedures were 
therefore taken to minimize these. Even 



















SU] ite}. 
CARBIDE 


FT mere sees 
————__ —_—— 


A cash dividend of Ninety cents 
(90¢) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable March 2, 
1959 to stockholders of record at 
the close of business Feb. 6, 1959. 
BIRNY MASON, JR. 

| Executive Vice-President and Secretary 
| UNION CARBIDE CORPORATION 




















allowing for some discrepancy, the ad- 
vantage is plainly on the side of listed 
stocks in the fact that 40 of the 66 listed 
companies paid less than 2% for under- 
writing against only 13 of the 53 un- 
listed ones, while only 3 listed utilities 
exceeded 4% as compared with 21 un- 
listed companies. 





TREASURY'S IN THE MARKET 


In its first venture into the long-term 
area since the fateful offering of 314s 
last June, the Treasury included an offer- 
ing of 4% bonds due in 1980 in its 
double-barrelled January 12th financing. 

The total of $750 million or thereabouts 
holders of record at close at 99, yielding about 4.07% to maturity, 
gas February 27, was designed to attract savings-type in- 
: stitutional investors and also included 
the option of installment payment for 
this group up to April 23rd. 


The Treasury’s accurate appraisal of 


Common Dividend No. 157 


A dividend of 6212 ¢ per 
share on the common 
stock of this Corporation 
has been declared payable 
March 16, 1959, to stock- 


C. ALLAN FEE, 
Vice President and Secretary 


February 5, 1959 








TENNESSEE 


GAS 
TRANSMISSION COMPANY 


AMERICA’S LEADING TRANSPORTER OF NATURAL GAS 


HOUSTON, TEXAS 





The regular quarterly dividend of 35c per 
share has been declared on the Common 
Stock, payable March 17, 1959, to stock- 
holders of record on February 19, 1959. 


J. E. IVINS, Secretary 


DIVIDEND 
NO. 46 
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AMERICAN ELECTRIC 


POWER COMPANY, Ine. 
” 





196th Consecutive Cash Dividend 
on Common Stock 


regular quarterly dividend of forty- 
eA two cents (42¢) per share on the 
Common capital stock of the Company 
issued and outstanding in the hands of the 
public has been declared payable March 
10, 1959, to the holders of record at 
the close of business February 9, 1959 


W. J. ROSE, Secretary 
January 28, 1959. 























Southern California 
Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK, 
4.08% SERIES 

Dividend No. 36 

25/2 cents per share; 
CUMULATIVE PREFERRED STOCK, 
4.24% SERIES 

Dividend No. 13 

26/2 cents per share; 
CUMULATIVE PREFERRED STOCK, 
4.78% SERIES 

Dividend No. 5 

297/ cents per share; 
CUMULATIVE PREFERRED STOCK, 
4.88% SERIES 

Dividend No. 45 

3012 cents per share. 


The above dividends are 
payable February 28, 1959, 
to stockholders of record 
February 5. Checks will be 
mailed from the Company's 
office in Los Angeles, Feb- 
ruary 27. 


P. C. HALE, Treasurer 
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SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 80 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common Stock of Scuthern 
Natural Gas Company, pay- 
able March 13, 1959 to 
stockholders of record at the 
close of business on March 
2, 1959. 

H. D. McHENRY, 
Vice President and Secretary 
Dated: January 21, 1959. 
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CONTINENTAL 
Cc CAN COMPANY, Inc. 


169th 

COMMON DIVIDEND 
A regular quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable March 14, 
1959, to stockholders of 
record at the close of busi- 
ness February 20, 1959. 


57th 
PREFERRED DIVIDEND 

A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
($.93%,) per share on the 
$3.75 cumulative pre- 
ferred stock of this Com- 
pany has been declared 
payable April 1, 1959, to 
stockholders of record 
at the close of business 
March 13, 1959. 


LOREN R. DODSON, 
Secretary 
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h. J. Reynolds 


Tobacco Company 








Makers of 
Camel, Winston, Salem & Cavalier 
cigarettes 
Prince Albert, George Washington 
Carter Hall 
smoking tobacco 








QUARTERLY DIVIDEND 
A quarterly dividend of $1.00 
per share has been declared 
on the Common and New 
Class B Common stocks of the 
Company, payable March 5, 
1959 to stockholders of record 
at the close of business Febru- 
ary 14, 1959. 
W. J. CONRAD, 


Secretary 
Winston-Salem, N. C. 
January 8, 1959 





the market attracted $706 million from 
this source out of the total $1.8 billion 
subscription, with 70% allotment against 
35% for commercial banks for own 
account, total allotments being $884 mil- 
lion, including $50 million to Govern- 
ment investment accounts. After register- 
ing a nominal initial premium, rumors 
that Secretary Anderson might soon con- 
sider asking Congress for a boost in the 
414% interest ceiling in effect since 
World War I brought weakness into the 
Government list, with the new 4s marked 
down more than half a point. 

Such a contingency appears quite re- 
mote at this time, although many stu- 
dents of the money market express the 
opinion that larger prospective borrow- 
ing demands and the temper of the Re- 
serve authorities point toward some 
firming of rates. In view of the Treas- 
ury’s well-known reluctance to make re- 
peated inroads upon the available supply 
of long-term funds, a request for such 
authorization would be premature as 
well as poor tactics psychologically. The 
specter of higher borrowing costs never- 
theless weighed down the entire list and 
confirmed the belief that the Treasury 
will continue to place major reliance 
upon short-term obligations indefinite- 
ly. 

; A A A 
FANNY MAY 


(Continued from page 113) 


this agency possesses enough earning 
capacity for growth, has invested its 
funds safely in assets which themselves 
are government guaranteed. 

Moreover, the common stock of the 
Secondary Market Operations seems to 
offer a unique possibility for equity in- 
vestment of trust funds. FNMA is ade- 
quately capitalized and is meeting its 
expenses realistically like a going inde- 
pendent business and paying full corpo- 
rate taxes. It has been successful in the 
past and its future looks bright as Gov- 
ernment’s continued intervention in the 
housing field seems to assume ever-in- 
creasing importance. Add_to these fac- 
tors the intangible guarantee of a gov- 
ernmental agency and it seems that no 
prudent investor could be criticized 
should he decide to place some of his 
trust funds in either fixed obligations 
or equity of the Federal National Mort- 
gage Association. 


A AA 


@ In the next month about 24,000 em- 
ployees of duPont & Co. will qualify in 
the Thrift Plan for a second share of 
stock. The stock, registered in the em- 
ployee’s name, is held by Wilmington 
Trust Co. as trustee for delivery in 1961. 








Dividend Notice 


AMERICAN & 
FOREIGN 
POWER 


100 CHURCH STREET, NEW YORK 7, N.Y. 


The Board of Directors of the 
Company, at a meeting held 
this day, declared a quarterly 
dividend of 25 cents per share 
on the Common Stock for 
payment March 10, 1959 to 
shareholders of record at the 
close of business February 10, 
1959. 


H. W. BaLcooyen, 
Executive Vice President 
and Secretary 


January 30, 1959. 


COMPANY INC. 
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Manufacturer vj ine Broadest Line 
of Building Products in America 


THE FLINTKOTE COMPANY 


New York 20, N. Y. 
quarterly dividends 


have been declared as follows: 


Common Stock* 
60 cents per share 


$4 Cumulative Preferred Sicck 
$1 per share 


$4.50 Series A Convertible Second 
Preferred Stock 
9214 cents per share 
These dividends are payable March 
16, 1959 to stockholders of record 
at the close of business February 
19, 1959. 
WILLIAM FEICK, Jr. 
Vice-President and Treasurer 
February 4, 1959. 
* nd consecutive 
] 22 dividend 





Allied Chemical 
Corporation 


DIVIDEND 


Quarterly dividend No. 152 
of $.75 per share has been 
declared on the Common 
Stock, payable March 10, 
1959, to stockholders of rec- 
ord February 13, 1959. 
RICHARD F. HANSEN 


Secretary 
January 27, 1959 





Continuous Cash Dividends Have Been 


Paid Since Organization in 1920 


Trusts AND Es‘ ATES 


, as 
a FLINTKOTE------- 
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PROGRESS IN PRODUCTION 














PURE hits oil 8 times 
in a South American lake 








Drilling in Lake Maracaibo, Venezuela 


Our recently completed wells in Lake Maracaibo, Venezuela, are among the 
biggest potential producers we have anywhere ... and more are on the way! 


When you go all the way to South 
America to drill for oil in the middle 
of a lake, you take a risk. You can’t 
avoid it. All you can do is make sure 
the risk is worth while and then go 
ahead. 

When PURE and its associates 
(Signal, Sohio, and Hancock oil com- 
panies) took on a 43-square-mile con- 
cession in Lake Maracaibo, they had 
two things in mind. One, they wanted 
new sources of oil to help them meet 
the needs of the 102 million cars ex- 
pected to be on the road in 1970. Two, 


they believed the Maracaibo Basin to 
be the greatest oil reservoir in the 
Western Hemisphere. 

The results? Eight successful wells 
have already been completed, and 
more are underway. Added to Pure 
Oil’s more than 5,500 other producing 
oil wells, they’ll help motorists to be 
sure with PURE for many years to come. 
Just as you can be sure today at any 
of the nearly 16,000 Pure Oil dealers 
in 24 states. 

THE PURE OIL COMPANY, 35 E. Wacker 
Drive, Chicago 1, Ill. 





BE SURE WITH PURE 
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INVESTMENT SHOALS AHEAD? 


It is an economic axiom that if the 
supply of a commodity is limited and 
demand increases, its price will rise. It 
is also a speculative axiom that a price 
rise of itself tends to create the illusion 
of scarcity and stimulates additional de- 
mand in anticipation of a further price 
increase. At the same time, expectation 
of higher prices reduces “normal” sup- 
ply because decisions to sell are post- 
poned, and this also emphasizes the idea 
of scarcity. Add to this the government- 
concocted ingredients of the capital 
gains tax and the provision in the tax 
code which discourage corporations 
from raising money through new equity 
issues, and one has the scaffolding on 
which has been built the greatest stock 
market boom in history. Super-sophisti- 
cated economic theories, long range sta- 
tistical forecasts, et al., are, in our opin- 
ion, mere verbiage to rationalize the tre- 
mendous rise in prices which has al- 
ready taken place among the stocks best 
loved by the institutional and the “con- 
servative” investor. 

While it is our confirmed opinion that 
investors who justify today’s blue chip 
prices on the basis of inflation, secular 
growth, scarcity value or some equally 
generic explanation, are going to lose 
money, there is little to be gained in 
criticizing them. If we are right, the gods 
of the marketplace will continue to as- 
sert their corrective authority in the 
future as they always have in the past 
and today’s complacent investors may 
have the dubious pleasure of another 
“agonizing reappraisal” when they dis- 
cover that “trees do not grow to the 
sky.” If one is doomed to speculative 
destruction, one cannot by definition 
heed words of caution. As investment 
advisors what we should be concerned 
with is trying to help intelligent, thought- 
ful, worried investors protect their capi- 
tal through what promises to be a wild 
period ahead. 

The fundamental problem, which has 
undermined the reasoning of both indi- 
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vidual and institutional investors, is lack 
of faith in the future of our currency. 
If one cannot count on a stable medium 
of exchange, virtually all the tenets of 
classic defensive investment become 
meaningless. A bond paying 4% annual 
interest produces a zero yield if the pur- 
chasing power value of its fixed dollar 
principal declines 4% during the year. 
This view may seem extreme consider- 
ing the abundant evidence that we are 
oversupplied with goods and that strong 
deflationary tendencies exist within the 
economy. Nonetheless it is, in our opin- 
ion, the reason for the seemingly fan- 
tastic prices investors are willing to pay 
for blue chips in today’s market and it 
poses problems which are not easy to 
solve, but which only an irresponsible 
investor can afford to ignore. 

If we have a strong inflationary move- 
ment in this country it will, in our opin- 
ion, proceed from emotional and psy- 
chological, rather than statistical, causes 
and will reflect the growing exasperation 
of responsible investors and holders of 
capital with the socialistic policies and 
fiscal ineptitude of our government. Un- 
der these conditions most stocks might 
do well and their current price levels 
would be in effect corrected by a corre- 
sponding rise in the prices of other 
goods. This, while not quite the same as 
“growth” would justify a good deal of 
the irrational behavior of recent mar- 
kets. If something like this is not ahead, 
however, and we face instead a period of 
lessened business activity, higher taxes, 
or a government-induced austerity pro- 
gram designed to meet the overpower- 
ing threats of Russian control in the un- 
committed underdeveloped areas of the 
Free World, then today’s prestige stocks 
could be in for severe treatment. 

If institutions become forced sellers 
of these stocks, one wonders who will 
buy. Many of them have acted more like 
sheep than leaders. If one big fund 
would buy, twenty-five would follow in 
hot pursuit. As the price of the current 
favorite rose, its reputation became bet- 
ter and better until finally analysts, in 
desperation to justify prices profession- 
als were willing to pay, evolved elabor- 
ate dogmas and methods of trend analy- 
sis capable of proving almost anything 
(except whether a stock is really cheap). 
If the institutions should start selling 
their favorites, why are we to assume 
that their little brethren would not again 
follow like sheep? If the pressure be- 
comes great enough one has no right to 
assume that the “little fellow” who owns 
shares of the big funds, will not decide 
to sell too. At its worst it would produce 
a 1929-32 type situation, and the gov- 


ernment and the investment community 
would be helpless to stop it. 

We obviously hope none of these ter. 
rible things will come to pass, since we 
must all expect to suffer in the general 
debacle but in our opinion the current 
price levels of the blue chips are telling 
us that something unpleasant, one way 
or another, is ahead for us: inflation or 
panic. 

The experience of young men in insti- 
tutional investment positions in the post. 
war stock market has been such as to 
blunt the.soundest judgment. The use of 
non-analytical approaches to investment 
and their justification by stock market 
success has always been a real danger 
signal. Perhaps this time things are dif. 
ferent, but we believe the serious invest. 
or is on notice that the next few years 
are going to call for unusual skills in 
judgment and imaginative approaches 
to some of the most basic fundamentals. 
The selection of proper investments is 
becoming more and more a professional 
job, but in this period of transition one 
must be careful about definitions. A man 
is not a professional in our sense of the 
word, merely because he has had a few 
years of experience and is paid a salary 
for investing other people’s money. 

B. K. THURLOW 
J. R. WILLISTON & BEANE 


Pause THAT REFRESHES? 


The equity market cannot continue to 
put too much stress on bond market de- 
terioration as a firm basis for overex: 
tended bullishness. Because of the pres: 
ent state of the bond market, the trend 
is toward less borrowing and more taxa- 
tion. If citizens refuse to lend their 
money to the government (on Federal 
and state levels) then the money is taken 
without consent by confiscation in the 
form of either increased taxes or re 
duced purchasing power. Increased taxes 
are tantamount to virtual salary cuts. 
Reduced personal income changes stock 
market sentiment and thus continued 
deterioration in the entire bond market 
could ultimately have a bearish effect on 
equities if it continued too long. 

Having advanced so far on a basis of 
inflationary fears, the stock market ap- 
pears to be more sensitive now to any 
signs of deflation. The fact that living 
costs are expected to remain practically 
unchanged this year may drain a consid- 
erable amount of this inflationary im 
petus out of the equity market. How: 
ever, it is still too early to measure the 
impacts of deflationary and inflationary 
cross-currents and thus the market may 
very well hold at or near current levels 
with comparatively small percentage 
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AiR REDUCTION 


Company Incorporated 


AIRCO) 167" CONSECUTIVE 
a) SS 
COMMON STOCK DIVIDEND 


The Board of Directors has declared a 
regular quarter.y dividend of 62%2¢ 
per share on the Common Stock of the 
Company, payable on March 5, 1959 
to holders of record on February 18, 
1959, and the twenty-ninth regular 
quarterly dividend of $1.125 per share 
on the 4.50% Cumulative Preferred 
Stock, 1951 Series, of the Company, 
payable on March 5, 1959 to holders 
of record on February 18, 1959. 


January 28, 1959 


T. S. O'BRIEN, Secretary 




















National 
Distillers 
and 
Chemical 
S. 
Corporation 





DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
25¢ per share on the outstand- 
ing Common Stock, payable on 
March 2, 1959, to stockholders 
of record on February 10, 1959. 
The transfer books will not close. 


PAUL C. JAMESON 


January 22, 1959. Treasurer 























| CENTRAL ILLINOIS 
PUBLIC SERVICE COMPANY 


SPRINGFIELD, ILLINOIS 


DIVIDENDS 


A dividend of Forty-four cents (44¢) 
per share on the Common Stock has 
been declared, payable March 10, 1959, 
to stockholders of record at the close 
of business February 20, 1959. 

Quarterly dividends on the 4%, 4.25%, 
and 4.92% Cumulative Preferred Stocks 
have been declared, payable March 31, 


1959, to stockholders of record at the 
close of business March 18, 1959. 


G. R. Cook, Treasurer 


January 27, 1959 














changes pending more concrete evidence 
on which way the pendulum will swing. 
Forces in Washington continue to gen- 
erate some antagonism toward bigness 
in business and any resulting legislation 
designed to take the capital B’s out of 
big business could become a troublesome 
stock market factor. Last week, the sug- 
gestion was made that General Motors 
should be split up into two smaller com- 
panies. A bill is also being prepared 
calling for the removal of the auto 
financing and insurance business from 
the auto producers. Senator Patman (D) 
warned that the rising trend of mergers, 
coupled with monopolistic pricing, had 
placed control of the nation’s economy 
in the hands of a few large operators. 
New legislation and amendments, should 
they receive support and passage, would 
force a reappraisal of near and long- 
term prospects for many key companies. 
JosEPH E. GRANVILLE 
Ek. F. HUTTON & CO. 


A AA 


Trustees a Market 
Stabilizer 


Commenting on the recovery of busi- 
ness activity in Canada and the in- 
creased confidence shown in Canada’s 
economy, the president of the Montreal 
and the Canadian Stock Exchanges, H. 
G. Norman, remarked on the greater 
public willingness to buy and hold cor- 
porate stocks and said: “The presence in 
the market of professionally managed 
financial institutions, acting as trustees 
for other peoples’ money, lent a steady- 
ing and stimulating influence.” 

He interpreted the favorable attitude 
toward such investment as indicating 
diminished concern about the risks of 
the business cycle and confidence in the 
growth of its enterprises, and in his 
year-end message also pointed to the 
trading volume of over 135 million 
shares in 1958, with the value of listings 
on the two Exchanges now totalling 
more than $46 billion. 


A A A 











Cities Service 
COMPANY 
Dividend Notice 


The Board of Directors of Cities Service Company has de- 
clared a quarterly dividend of sixty cents ($.60) per share 
on its Common stock, payable March 9, 1959, to stockhold- 
ers of record at the close of business February 13, 1959. 


ERLE G. CHRISTIAN, Seeretary 





FeBRuany 1959 





YALE & TOWNE 
Declares 284th Dividend 
37'2¢ a Share 


On Jan. 22, 1959, 
dividend No. 284 
of thirty-seven 
and one-half cénts 
per share was 
declared by the Board 
of Directors out 
of past earnings, 
payable on 
April 1, 1959, to 
| stockholders of record 
| at the close of business 
cae March 12, 1959. 








Wm. H. MATHERS 


Vice-President and Secretary} 


THE YALE & TOWNE src. co. 


Cash dividends paid in every year since 1899 




















COMMON STOCK 
DIVIDEND 


The Board of Directors of Central 
and South West Corporation at its 
meeting held on January 15, 1959, 
declared a regular quarterly divi- 
dend of forty-five cents (45c) per 
share on the Corporation’s Com- 
mon Stock. This dividend is pay- 
able February 27, 1959, to stock- 
holders of record January 30, 1959. 


LEROY J. SCHEUERMAN 

Secretary 

CENTRAL AND SOUTH WEST 
CORPORATION 


Wilmington, Delaware 











IBM. 


176TH CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of 
International Business 
Machines Corporation has 
today declared a quarterly 
cash dividend of $.65 per 
share, payable March 10, 
1959, to stockholders of 
record at the close of busi- 
ness on February 10, 1959. 


Cc. V. BOULTON, 
Treasurer 


590 Madison Avenue 
New York 22, N. Y. 
January 27, 1959 








INTERNATIONAL 
BUSINESS MACHINES 
CORPORATION 
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MOODY’S INVESTORS YIELD TABLES 


Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 











YIELDS OF YIELDS oF PRICES , DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
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1956 1957 1958 1959 1956 1957 1958 1959 1956 1957 1958 1959 | 
Aan. Aan. - Aan. Man. han. Man. Aan. han. 
—— End of Month Range for Period_._____________ 
1959 1958 1958 1958 1951--57 
pnd ee Psat High-Low ' Wich-Lew 1946-50 1941-45 1931-40 1919-1930 
1. 11. S. Government Bond Yields 
$-Year Taxable Treas. —..__.___{. % 3.93 3.70 2.65 4.00-1.92 4.10-1.385  1.68-0.90 1.32-1.07 (a) (a) (a) 
6-Year Taxable Treas. —._________. % 4.04 3.87 2.76 4.09-2.27 4.12-1.75 1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. meet OG 4.06 4.01 2.92 4.09-2.56 3.97-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 214s, 9/15/72-67 _________ % 3.92 3.86 3.00 3.92-2.73 3.77-2.21  2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 24s, 12/15/72-67 _.—. atonement MG 3.87 3.83 2.98 3.88-2.72 3.72-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
3%4s, 1983-78 a, 3.94 3.84 3.24 3.94-3.04 3.69-2.59 (b) (b) (b) (b) 
3s, 1995 % 3.72 3.68 3.21 3.75-3.05 3.60-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term —...----—_—___ % 4.16 4.10 3.58 4.17-3.55 4.15-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term ——__._-_._ % 4.26 4.19 3.77 4.26-3.74 4.31-2.70  2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term ___— ee 4.44 4.43 3.99 4.47-3.95 4.51-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term -______-___. G 4.89 4.86 4.70 4.96-4.51 5.11-3.15  3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8. Tax Exempt Bond Yields 
Aaa Rated Long Term —___--__ — % 3.20 3.12 2.68 3.31-2.64 3.45-1.28  1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Rated Long Term -—-._-___-. % 3.43 3.36 2.92 3.62-2.87 3.72-1.37 2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated Long Term ~~. ac G 3.70 3.69 3.10 3.82-3.07 3.98-1.72  2.64-1.28 2.49-1.49 3.29-2.11(d) (d) 
Baa Rated Long Term —— ~~ 4.13 4.10 3.76 4.34-3.64 4.51-1.98 3.05-1.57 2.94-1.80 3.71-2.60 (d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
eee eee % 4.41 4.47 4.23 4.49-4.22 4.68-3.80 4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade —......_____. % 4.87 5.07 5.18 5.24-4.87 5.60-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
High Grade % 4.33 4.37 4.20 4.41-4.11 4.67-3.46 3.92-3.27(e) (e) (e) (e) 
Medium Grade —...____ ae 4.70 4.79 4.68 4.90-4.54 5.16-3.80  4.20-3.52(e) (e) (e) (e) 
Utilities—Low Dividend Series 
High Grade % 4.64 4.68 4.37 4.74-4.33 5.00-8.78  4.24-3.40(e) (e) (e) (e) 
Medium Grade ——— % 4.87 4.95 4.76 4.96-4.69 5.34-4.18 4.65-3.69 (e) (e) (e) (e) 
6. Common Stocks 
125 Industrials—Prices (g) $176.93 177.75 133.06 177.75-129.97 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-24.81 (f) 
125 Industrials—Div. (g) ~~... 5.68 5.64 5.86 5.86-5.63 5.94-4.13  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16(f) 
125 Industrials—Yields _...-._-_____ % 3.21 3.17 4.40 4.49-3.17 6.79-3.63 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (f) 
(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. (e)—Low Dividend Preferred Yield Averages in this series date from 
(b) —U. S. Govt. Bond Yields in this series date from April 15, 1953. Jan. 2, 1946. 
(c)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. (f)—125 Industrials Averages date from Jan. 1, 1929. 
(d)—Tax Exempt Yield Averages in this series date from Dec. 1, 1936. (g)—Dollars per share. 
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, State, Muncipal and Public Housing 
s Agency Bonds and Notes 


The Chase Manhattan offers trust officers and others acting 
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Mutual Redemptions 
Not High in 1958 


In stating, in the January column, 
that 1958 mutual redemptions were high, 
we suggested that one of the primary 
reasons was poorly qualified salesmen. 
We have invited Mr. Herbert Launer, 
Manager of W. E. Hutton’s midtown 
New York Mutual Funds Center, to 
comment. His remarks follow. 

The January 1959 “Investment Com- 
pany Notes” called 1958 mutual fund 
redemptions high. Major blame for this 
“high liquidation ratio” was placed on 
poor selling methods. There is little 
room for argument on the latter score. 
However, it would appear unjustified to 
blame the salesmen alone for large re- 
demptions, as it would be unfair to judge 
a human being of one characteristic. 

The column pointed out that 1958 


INVESTMENT COMPANY NOTES 


HENRY ANSBACHER LONG 


Mutual Funds redemptions were high be- 
cause they represented about one-third 
of the $1.6 billion gross sales. The 
figures are right, but the premise is 
wrong. Redemptions cannot be related 
to new sales figures, because that would 
then assume “cashing in” by people who 
made their investments during that year. 
The liquidation figure should be con- 
sidered in relation to total “all-time” 
sales, because investors who made their 
commitments years ago may now wish to 
cash in. This is more likely to happen 
when market values are rising sharply. 
In other words, people see a handsome 
profit and are anxious to realize it. In 
addition, many people who invested in 
Mutual Funds shares years ago for some 
specific, future need, may now have 
reached their goal. 


In view of this, a more practical 
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Neu Vork “Capital Gund 


e Capital assets over $25 million. 
e Devoted to Canadian and Overseas investments. 
Redeemable at net asset value. 
e Non-dividend paying, concentrating on growth. 


© Reinvesting all income after expenses and 15% Canadian 
income tax on non-resident-owned investment companies. 


Traded over-the-counter through your investment broker. 


Latest Report to Stockholders available 


\ Carl M. Loeb, Rhoades & Co. 


Members New York Stock Exchange and other 
Leading Stock and Commodity Exchanges 
42 WALL STREET NEW YORK 5, N. Y. 


Private Wire System to Branch Offices, Correspondents and 
their connections in 100 Cities throughout the U.S. and Canada. 
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method of looking at Mutual Fund re. 
demptions would be to measure them in 
terms of a percentage of total assets, 
Assuming average 1958 assets of $1] 
billion, redemptions would have _ been 
less than 5%. This is borne out further 
by the fact that the older and larger 
Mutual Funds usually have a higher 
liquidating ratio. 


This is not designed to side-step the 
question of bad merchandising. How. 
ever, this column also stated that, “in- 
dividual sponsor groups had varying ex- 
periences .. .” (i.e. regarding high re- 
demptions). Most Mutual Fund sponsors 
don’t offer their shares directly to the 
public, but through investment dealers 
and brokers. Their salesmen, in turn, 
recommend specific Mutual Funds to 
their clients. In view of that, if the sales- 
men are largely responsible for large re- 
demptions, then, on average, most Mu- 
tual Funds should have about the same 
redemption experience. If they don't. 
then there must be other responsible in- 
gredients. There might be, to name just 
two, dissatisfaction with management re- 
sults and change in investment objectives 
due to altered family circumstances. 


This raises perhaps the most im- 
portant question pertaining to Mutual 
Funds, namely, “What is Mutual Fund 
ownership designed to do for the in 
vestor?” Mr. Long provides the best 
answer through his excellent “Index of 
Mutual Funds.” He points out that his 
Stock Fund Index rose 37% during 
1958 compared to 38% for the Standard 
and Poor’s 500-stock Index. In other 
words, Mutual Funds provide an “aver: 
age.” Most investors believe that if over 
the long term they can do as well as any 
of the accepted Averages (the Dow 
Jones Industrial Average gained 34% 
in 1958) they are indeed doing very 
well! Mutual Fund shares offer a method 
of investing which makes “Averages” i 
vestment participation a practical pos 
sibility. 

This is the “big message” which i~ 
vestment salesmen should carry ‘o the 
public. The January column correctly 
defined what the function of the “sales 
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man” should be—i.e. an advisor, and not 
a part-time, ill-trained, poorly qualified, 
mail order college practitioner of canned 
promises for a rosy future. Advising 
people about their financial affairs is a 
serious responsibility. It should not be 
undertaken by salesmen, and especially 
salesmen whose minds are preoccupied 
with other businesses and who “sell” 
Mutual Funds, part-time to supplement 
their incomes. 

As this column pointed out last month, 
the good investment “salesman” should 
be a counselor who can grasp the entire 
financial and estate situation of the pros- 
pective investor. It is for this reason that 
an investment banking firm like ours 
created a specialized Mutual Funds Cen- 
ter to advise clients in a professional 
manner. A “counselor-client” relation- 
ship should be built on confidence which 
can only be achieved through a pro- 
fessional attitude. 

Investment firms which are members 
of the New York Stock Exchange have 
rigid requirements for registering rep- 
resentatives and can hire such personnel 
only on a full time basis. Firms who be- 
long only to the National Association of 
Securities Dealers are permitted to hire 
part-time personnel. It would seem that 
an equitable solution to the part-time 
employment question would be for both 
types of organizations to be permitted to 
hire part-time employees for a maximum 
of nine months (which is the New York 
Stock Exchange requirement for becom- 
ing a fully Registered Representative) . 
Any representative who does not then go 
on a full-time status within nine months 
would be prohibited from continuing in 
the investment business. 

The investing public will gain the 
most, because a well informed and 
soundly trained salesman will be a more 
prudent counselor. 


Investment Companies Continue 
Bullish on Common Stocks 


Investment companies continued to 
buy stocks in the final quarter of 1958 
at the same lively pace as during the 
preceding three month period. Accord- 
ing to the regular quarterly analysis pub- 
lished by this writer in Barron’s, the 
slightly less aggressive attitude of the 
common stock mutuals was offset by in- 
creased purchasing by the closed-end 
companies due in large part to fresh cash 
received from rights offerings of three 
of these latter—General Public Service, 
Madison Fund and National Shares 
Corp. In spite of the high prices of many 
Common stocks, there was no rush to 
lake profits and, in fact, selling on the 
Part of the mutuals which emphasize 
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equity investing in the portfolios de- 
clined 20% from the preceding period. 

Electric utility shares returned to 
favor, as last quarter’s profit-taking sub- 
sided, this group claiming top manage- 
ment preference along with the oils. In- 
terest was high in the electronic and 
electrical equipment group as well as in 
the rails, purchase transactions out- 
numbering selling in the latter by a 
ratio of 314-to-1. A more receptive atti- 
tude was generally shown for the 
aluminums while the coppers were still 
liked but with less enthusiasm. Steels 
were still popular and purchases doubled 
sales in the chemicals on which latter 
group opinion had been divided three 
months earlier. Machinery and indus- 
trial equipment stocks experienced in- 
creased bullishness along with the air- 
craft issues. 

Profit-taking transactions perked up 
approximately 50% in the drug issues, 
selling topping the buying by a slight 
margin. Bank stocks were rather 
neglected with overall opinion somewhat 
frosty. Finance companies were sold, but 
not in very heavy volume while senti- 
ment continued mixed on the food 
stocks. To avoid distortion in the overall 
picture, the rather substantial transac- 
tions of the new One William Street and 





Lazard Fund have not yet been in-corpo- 
rated in the analysis. 

Stocks bought on balance by six or 
more managements included the follow- 
ing: (14) Royal Dutch Petroleum; (10) 
American Telephone, Gulf Oil; (9) Gen- 
eral Public Utilities (partly with rights) , 
Philips Lamp Works, Republic Steel; 
(8) North American Aviation, Radio 
Corp. of America, United States Steel; 
(7) Allied Chemical and Dye, Cities 
Service, Dresser Industries, Interna- 
tional Harvester; (6) American Air- 
lines, Florida Power and Light, General 
Electric, International Nickel, Martin 
Co., Monsanto Chemical, Polaroid (part 
with rights), Seaboard Air Line, Stand- 
ard Oil (Indiana), Tennessee Gas Trans- 
mission and Youngstown Sheet and 
Tube. Sold by a half dozen manage- 
ments or more were (12) Socony Mobil 
Oil, (10) Parke Davis, (8) American 
Can and (6) El Paso Natural Gas. 


Growth Fund Offered 
By Fidelity Group 

Fidelity Management and Research, 
sponsors and managers of the $350 
Million Fidelity Fund and $50 million 
income type Puritan Fund, are offering 
through a dealer group headed by Horn- 
blower and Weeks and the Crosby Corp. 
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an open-end management investment company 


investing in the securities of American business and indus- 
trial enterprise with emphasis on long-term capital growth 
possibilities and current income. 


Prospectus on request WILLIAM STREET SALES, INC. 
One William Street, New York 4, N. Y. 
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one million shares in a newly organized 
mutual, Fidelity Capital Fund, Inc. 
Priced at $12 per share, the sponsoring 
firm’s regular underwriters are selling 
the shares on a “best efforts” basis. The 
stock will not be issued until later in the 
month shortly after which it will be 
offered continuously as the conventional 
mutual. 

Originally organized in May of 1958 
as a pure long-term growth fund, the 
company has been closed with value of 
assets at the time of the offering approxi- 
mating $300,000. Securities are being 
selected entirely on their possibilities for 
capital appreciation with most paying 
little, if any income. Although the port- 
folio will consist primarily of common 
stocks, policy is flexible permitting in- 
vestment in any type of security. Divi- 
dends will be paid only semi-annually. 
Acquisition cost is 8% of offering price 
on amounts up to $25,000 and the man- 
agement will charge a fee for investment 
advisory and all other services at the 
rate of 14% per annum of the average 
value of the portfolio, but only when 
such assets reach $28 million. The fee is 
scaled down until this size is attained. 

The following are the securities held 
at end of the November fiscal quarter 





, A mutual fund : 
. investing in common stocks 4 
. FUNDAMENTAL . 
’ INVESTORS, INC. . 
A balanced fund ° 
- DIVERSIFIED : 
- [INVESTMENT - 
: FUND, INC. - 
A common stock fund : 
. for growth possibilities ‘ 
- DIVERSIFIED” - 
- GROWTH STOCK - 
, FUND, INC. : 
: Prospectuses available from : 
* HUGHW.LONG anno COMPANY ° 
; Incorporated : 
, Elizabeth 3 New Jersey °« 
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and, according to president Edward C. 
Johnson 2nd, represent a good sample 
of what can be expected in the larger 
portfolio. 


400 Albemarle Paper Mfg. Co. “B” 

275 American-Marietta Co. 

200 American Photocopy Equipment Co. 
175 Beauty Counselors, Inc. 

206 Bestwall Gypsum Co. 

250 Carter Products, Inc. 

300 Champion Spark Plug Co. 


50 Chesebrough-Pond’s, Inc. 


200 Colorado Interstate Gas Co. 

300 Consolidated Cement Corp. 

309 Disney (Walt) Productions 

150 Eastern Stainless Steel Corp. 
300 Gustin-Bacon Manufacturing Co. 


25 International Business Mach. Corp. 


150 Johnson Service Co. 

150 Kern County Land Co. 

175 Litton Industries, Inc. 

180 Louisiana Land & Exploration Co. 
250 McLouth Steel Corp. (A) 

200 Philadelphia & Reading Corp. 

250 Raytheon Manufacturing Co. (A) 
600 Standard Packaging Corp. (A) 
100 Tampax, Inc. 

300 Texas Natural Gasoline Corp. (A) 


Amendments Suggested to 
Investment Company Act 


The Securities and Exchange Com- 
mission submitted to Congress at the 
end of January recommendations for 
amendment of the Investment Company 
Act, along with other suggested changes 
pertaining to the various federal securi- 
ties laws. The proposed Investment Com- 
pany Act amendments, incorporated in 
H. R. 2481, would require an investment 
company to state as matters of funda- 
mental policy, which generally could not 
be changed without the consent of its 
stockholders, the extent to which it in- 
tends to invest in particular types of se- 





curities and such other basic investment 
objectives which it represents it will 
emphasize. Additionally, they would 
strengthen the provisions requiring that 
there be a minimum number of inde- 
pendent or non-management directors 
and make clear the application of the 
statute to an “advisory board.” They 
would also clarify the stated exception 
available to companies subject to regu- 
lation by the Interstate Commerce Com. 
mission and the exceptions applicable to 
companies engaged in banking, insur- 
ance, small loans, factoring discount or 
real estate businesses. 


Lehman Corp. Acquires 
Holding Companies 


Lehman Corp. has acquired the assets 
of two small personal holding companies 
—the $114 million Artho Holding Co., 
Inc. and the $4 million Maweco Corp. 
—in exchange for 67,250 shares of its 
stock. Lehman shares issued in payment 
for the companies were priced at net 
asset value on December 10 plus a 
premium of 5%. Assets of Lehman Corp. 
at the year end were $274,678,000 after 
giving effect to a dividend payout of 
$10 million. Another personal holding, 
Wecaf Holding Co., with assets of $7 
million, was acquired by Lehman in 
August last year. 

A A A 

@ Help in obtaining part-time work for 
retired employees is a growing service 
on the part of corporations. Usually the 
retired person posts his name with his 
employer. The office then notifies him of 
any job it believes he could fill, in its 
own organization or some other. 
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A Common Stock Investment Fund 


Investment objectives of this 

Fund are possible long-term 
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its shareholders. 


CHICAGO 





Prospectuses on request 


LORD, ABBETT & Co. 
63 Wall Street, New York 
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BUSINESS SHARES 


A Balanced Investment Fund 


Company invests in a portfolio 
balanced between bonds and 
preferred stocks selected for 
stability, and common. stocks 
selected for growth possibilities. 
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O THE INVESTOR A GROWTH STOCK IS 
if ipsa that he hopes will rise in mar- 
ket value because of expanding earnings 
or a reasonable prospect thereof. Other 
than growth stocks may gain in value to 
reflect recovery, after an earnings dip, 
of previously established earning pow- 
er; a higher dividend pay-out; increas- 
ing stability of earnings; notable pro- 
gress of similar companies; technical 
supply and demand conditions in the 
stock market; and other additional fac- 
tors alone or in combination. 

Implicit in the notion of a growth 
stock is a progressive increase in per 
share earnings over several years ac- 
companied by a secular up-trend in mar- 
ket price. 

In general, expanding sales are a con- 
dition precedent to achievement of 
growth. Earnings improvement may re- 
sult from better control of costs or more 
extensive use of long term debt. Cost 
reductions and leverage in the capital 
structure have definite limitations that 
do not apply to sales expansion. 

There are three necessary conditions 
for sales expansion, at least one of 
which must be present: 

1—Expanding or new markets for the 
company’s products and services. 

2—A larger share of existing markets. 

3—New products or new services sold 
to existing or new markets. 

Some growth companies will have all 
of these influences working in their be- 
half. Companies can, however, expand 
sales without notably increasing per 
share earnings and hence should not be 
designated as growth companies. 


Territorial Expansion 


Power and light companies are lim- 
ited to geographic areas. Companies 
serving rapidly growing territories will 
increase operating revenues more rapid- 
ly than those with slower population 
growth. Similarly, local industrializa- 
tion, extended use of irrigation in agri- 
culture, and greater mineral output in- 
crease consumption of power. 
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A rising plane of living broadens use 
of electric labor saving equipment in the 
home, use of television and other ameni- 
ties. More and better retail establish- 
ments follow higher living standards. 

Extension of territory through new 
transmission lines and hook-ups for 
wholesaling power are other growth fac- 
tors for power and light companies. 

New products and services of the util- 
ity itself contribute little to growth al- 
though research and good management 
can improve profits through savings in 
fuel consumption and other cost reduc- 
tions. Competition from alternative pow- 
er sources, such as natural gas, may also 
involve utilities’ share of the market. 

Company growth thus depends pri- 
marily upon factors largely beyond its 
control insofar as basic causal factors 
are concerned, but individual companies 
vary widely in their respective abilities 
to exploit the growth potential of their 
territories by improving services and 
rate structures and in their efforts to at- 
tract industrial growth. 

Railroad expansion is also basically 
linked with population growth and eco- 
nomic development of the areas from 
which a carrier draws traffic. 

Some companies are restricted by 
transportation costs, such as cement 
companies which face restrictive ship- 
ping limitations. 

Industrial companies in limited mar- 
kets geographically can grow into new 
areas. Products sold nationally may be 
sold internationally. Foreign markets 
provide a substantial part of sales and 
profits for companies like H. J. Heinz, 
Kellogg, Quaker Oats, Parke Davis and 
other ethical drug companies, American 
Radiator, and other producers familiar 
to the American home. 

Foreign expansion offers a very large 
potential to many companies that have 
not yet raised their sights to envisage 
world markets. 


Increasing Market Share 


American Motors in 1958 raised earn- 


ings to about $3.00 a share from deficits 
ranging from $1.23 to $5.36 a share in 
the four preceding years. With its small- 
er Rambler, it obtained a larger share 
of the market which had contracted from 
the levels of the three preceding years. 


Over the years, General Motors has 
raised its share of the market to about 
50% and its earnings from 91 cents per 
share in 1929 to $4.30 in the banner 
year 1955. 


While diesel locomotives, buses, re- 
frigerators, and other products have con- 
tributed to G.M.’s_ sales and_ profit 
growth, the primary cause was its ability 
to capture a larger share of the motor 
market. 


The “consumer franchise” for adver- 
tised products which is achieved by well 
planned advertising and marketing 
strategy does not insure continuous 
growth against competition of new, im- 
proved products and changes in con- 
sumer tastes or preferences. The shuf- 
fling in the cigarette market after the 
advent of filters illustrates the volatility 
of growth potential based upon the abil- 
ity to draw business away from compe- 
tition. The cigarette brands of the three 
largest companies have suffered market 
erosion at the hands of the interloper 
Lorillard with its rapidly growing Kent 
brand. 

Growth based upon increasing market 
share or the maintenance of established 
market share in an expanding market is 
dependent upon both skillful marketing 
management and competent research. 
Products must be improved to withstand 
competitive innovations. 


Minute Maid has disrupted the mar- 
ket pattern for quick-frozen concentrated 
citrus juices by radical improvement in 
product quality and uniformity by proc- 
essing developments through new equip 
ment designed after thorough research. 

Successful marketing management and 
research are based upon sound organ- 
ization and individuals. A weakeni»g of 
personnel in the inevitable succession 
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over time to managerial responsibilities 
can dampen growth when it is based to 
any great degree upon market share. 


Growth Through New Products 


An impressive list of companies re- 
ports that over 50% of profits comes 
from products developed within ten 
years, while others find a lesser, but still 
important, part of earnings from newly 
introduced additions. 

General Foods, in addition to its own 


| research, has acquired new products by 


acquisition. In many cases G-F has im- 
proved them by research and has added 
related products developed by them. 

Flavor additives for children’s bever- 
ages were an acquired line. Dry salad 
dressing mixes and “Tang,” a substitute 
for frozen orange juice, are powdered 
concentrates of the same product family 
developed by research. 

Minnesota Mining and Manufacturing 
and Scott Paper are notable examples of 
srowth through new product develop- 
ment. The latter company confines itself 
almost entirely to paper products while 
the former has recognized no limitations 
but has introduced as widely different 
products as abrasives, Scotch tape, and 
Thermofax, a photographic reproducing 
device. 

In the capital goods area, Minneapolis- 
Honeywell has grown through engineer- 
ing and research skills in development 
of industrial controls. General Electric 
is the epitome of a growth company that 
has aided expansion by excellence of 
new and improved products. 

Research has become a much abused 
tem. The quality of research of indi- 
vidual companies defies assay by out- 
siders. The only basis for judging its 
competence by most security analysts is 
past achievements and the stature of the 
members of the staff. 

Dollar outlays above lack significance 
without a basis for appraising the skill 
with which they are administered. 

New product research, if successful, 
promotes growth. Other research im- 
proves processing and reduces cost or 
helps to extend market shares. 

Some companies without an imposing 
record of historical growth are now 
conducting new product research with 
adequate appropriations and well select- 
ed research personnel. Belated recogni- 
tion of the desirability of product im- 
provement and new product development 
may mean that the market price of their 


shares has not yet discounted growth 
Possib ‘lities, 


Bonanza Growth 
After plugging along for 9 years with 
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sales rising from $9.6 million in 1946 
to $19.4 million in 1954 and with per 
share earnings ranging from 53 cents to 
38 cents the Schering Corporation intro- 
duced Meticorten and Meticortelone in 
1955 for treatment of arthritis. Sales 
rose to $46 million and earnings over 
five-fold to $2.36 a share with further 
gains in 1956-57. In the latter year sales 
were $80.7 million and per share results 
$3.80. The market price of its common 
stock has risen from a 1954 low of about 
$6 to around $55-$60. 

In 1958 Schering felt the effect of new 
competitive products and sales, profit 
margins and earnings declined. With 

6% of its sales dollar spent for research, 
the Company hopes to introduce other 
revolutionary products but it appears 
unlikely that any new product can im- 
prove sales and earnings in the same 
proportion in a $75-$80 million dollar 
company as it did in 1955 when volume 
was only 25% as large. 

While possessing inherent bonanza 
possibilities in new discoveries, invest- 
ors in ethical drug companies have 
learned to expect product obsolescence 
and irregular earnings following over- 
production, price competition, and the 
introduction of superior products by 
competition. Uninterrupted growth is un- 


likely. 


1951 was a good year for the ethical 
drug companies. Abbott Laboratories 
and Merck did not exceed their 1951 
share earnings until 1956; Parke Davis 
reported share earnings below 1951 in 
each of the five succeeding years until 
1957. 

With diuril, its oral non-mercurine di- 
uretic, Merck has been able to offset de- 
clining volume and profits in antibiotics, 
vitamins and hormones. Sales for 1958 
are estimated about 10% above 1957 
and earnings may show a 20%-25% 
gain. 

Drug and proprietary companies re- 
ported 1957 research and development 
costs two to three times the 1940 rate of 
1.32% of sales volume. 

As search for new discoveries intensi- 
fies, research may be expected to make 
increasing claims on income. Sharpened 
competition will tend to shorten the 
period during which the new product 
will reap the fruits from an exclusive 
market. 

The likelihood of selecting the stock 
of an ethical drug company to duplicate 
the 1955-1958 bonanza performance of 
Schering does not appear to justify pay- 
ing exorbitant premiums for a nebulous 
opportunity. 

Bonanza possibilities existed in the 
smaller natural resource companies that 





There is no excuse 





for any trust investment problem 


in any Community Bank! 


Lack of experienced personnel and lack 
of adequate research facilities—en- 
forced by a small Trust Department 
budget—might seem like a valid ex- 
cuse for the inability of a community 
bank to cope with complicated trust 
investment problems. 

But such an excuse is not valid! For 
any bank—no matter how small—can 
afford membership in the Studley, 
Shupert Trust Investment Council. And 
it is safe to say that no investment 
problem likely to confront any com- 
munity bank is beyond the scope of 
the Council’s experience and extensive 
research facilities. 


Organized 10 years ago, the Council 
provides members with individualized 
aid on individual account matters. In 
addition, members are supplied con- 
tinuously with current trust investment 
information which answers many rou- 
tine, day-to-day problems, and which 
also prevents many major problems 
from ever arising. 

Here, then, is a well-established, 
strong, central investment research 
and advisory department that is well 
within the financial reach of even the 
smallest bank. We'll gladly send you 
more information without placing you 
under any obligation. Write Dept. TE-1. 


ate SHUPERT TRUST INVESTMENT COUNCIL 





TRUST INVESTMENT 
COUNCIL 


1617 PENNSYLVANIA BOULEVARD, PHILADELPHIA 3, PA. 
24 FEDERAL STREET, BOSTON 10, MASS. 
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conduct exploration for undiscovered 
sources of supply. Amerada and Super- 
ior Oil have maintained their growth by 
new discoveries but rate of growth has 
declined as these companies have in- 
creased in size. 

Most new products that add to sales 
and profits do so in a more modest fash- 
ion. The opportunities are rare indeed 
for a company to increase its profits five- 
fold in a single year with a new product. 
Large percentage gains are closely re- 
lated to small size. Larger companies 
benefit from revolutionary new products, 
but they do not possess the same inher- 
ent bonanza possibilities because the 
same increase in dollar business follow- 
ing acceptance of a new product must 
represent a much smaller percentage of 
already established sales volume. 

Thus, bonanza growth possibilities 
appear to be confined to smaller compa- 
nies but they inherently offer greater 
hazards. To seek bonanza growth will 
involve risky commitments or require 
special knowledge about an individual 
company denied to the average investor. 


Delayed Action Growth 
From 1946 to 1954 U. S. Gypsum 


common stock sold in a very narrow 
range of about $19-$28 a share (price 
adjusted for 5 to 1 split in 1955) while 
its share earnings ranged from a low of 


$1.98 in 1946 to a high of $3.34 in 1950 
and down to $2.38 in 1952. In 1954 the 
stock took off marketwise and reached a 
recent level of $100-$110. Earnings sub- 
sequent to 1950 were from $4 to $5.a 
share. 

The delayed action growth in part re- 
flects expansion in construction but to 
a greater degree development of new 
uses for established products and intro- 
duction of new products. 

Scott Paper and St. Regis Paper are 
other examples of companies that re- 
quired an extended period of gestation 
for their growth possibilities to con- 
ceive. 

The identification of companies with 
latent growth potentials requires a high 
order of analytical skill as well as spe- 
cial knowledge of the problems and oper- 
ations of individual companies that only 
comes through study and direct company 
contacts. 

By definition, delayed action growth 
is not an extension of an already demon- 
strated growth that is apparent from a 
most casual inspection of published and 
10-K reports. 

The shares of companies with estab- 
lished growth records tend to sell at high 
valuations in the market. Greater oppor- 
tunities exist in companies with latent 
growth potential not yet generally recog- 
nized. 











This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 
The offer is made only by the Prospectus. 


2,900,000 Shares 


Universal Oil Processes, Inc. 


(Name to be changed to Universal Oil Products Company ) 


Capital Stock 


(Par Value $1 Per Share) 


Price $25 per Share 


Copies of the Prospectus may be obtained in any State only 
from such of the several Underwriters, including the under- 
signed, as may lawfully offer the securities in such State. 


LEHMAN BROTHERS 


SMITH, BARNEY & CO. 


MERRILL LYNCH, PIERCE, FENNER & SMITH 


February 5, 1959. 
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It is in the discovery of such compa- 
nies that the security analyst demon- 
strates his skills. The companies with 
growth potential still in the embryonic 
stage may also represent well sheltered 
common stock commitments on the basis 
of their historical record. 


Abstracts from recent talks by 
officials of companies whose 
securities are of interest to 

institutional investors. 


AMERICAN MACHINE & FOUNDRY 
CO. 


Davin S. MEIKLEJOHN, vice president- 
treasurer 


In the last 18 months six marginal or 
unprofitable divisions were eliminated 
as part of plans for expansion. 1958 
sales were down 22% from 1957 to $179 
million due to these eliminations and the 
recession. Rental income provided a par- 
tial offset, rising 33% from $34 million 
to $46 million. Net decline in sales and 
rentals was 14% from $262 million to 
$225 million in 1958. 

Preliminary indications are that 1958 
profits will be only 10% below 1957. 

For 1959, the 10,000 pinspotters in- 
stalled in 1958 will produce a full year’s 
rental income, elimination of marginal 
defense work will eliminate losses and 
benefits of economy and cost reduction 
programs should be fully reflected. 

Los Angeles Society, Jan. 22 


LYKES BROS. STEAMSHIP CO., INC. 
SoLon B. TURMAN, president 


Net operating income for 1958 is esti- 
mated at about $13 million dollars or 
$3.42 a share compared with $4.16 for 
1957. Capital gains of $4.8 million were 
realized on the trade-in of nine vessels 
to raise total profit to $4.70. These capi- 
tal gains are not subject to Federal tax 
but they must be applied to new ship 
construction. 

A fleet replacement program involves 
construction of 53 ships to cost $300 
million, which will begin to enter ser- 
vice in 1960. 

No financing is contemplated before 
1963 or 1964 as company had reserve 
funds of over $140 million at the end 
of 1958. 

New York Society, Jan. 23 


PARKE, DAVIS & CO. 
Harry J. Loynp, president 


Sales for 1958 will approximate $172 
million of which chloromycetin will 
represent over $62 million, followed by 

(Continued on page 148) 
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Has there ever been a single day when 
P all of the major factors— business, 

NC. t h e h a rd © st t | aa e labor, politics, money rates, Federal 
budget, international relations —were 
so predictable that the investor could 


for to | Nn Ve st go about his work with assurance ? 





were Investment decisions are always 
ao difficult, but always necessary. 
I tax To meet that necessity, investment 
ship judgment must be combined with 
olves a a oy - imagination, as well as understanding 
$300 - o es of individual requirements. 

" : With these essentials, our Trust 
efore : oe Company's specialized work— 
serve 


managing investments—adds immensely 
to the investor's peace of mind and 
financial well-being. 


oon | 4 Unmep Srates Trust Company 
i; ale or New York 


87 Broad Street, New York 4, New York 


TATES 









HERE ARE MANY SIGNS WHICH POINT 
, 1959 as the year of decision in 
civilian nuclear power development. 
Growing dissatisfaction among different 
groups with the rate of progress being 
made in this field has culminated in the 
publishing of several recommended pro- 
grams for accelerating development. 
Two of the most significant have come 
from the Joint Committee on Atomic 
Energy of the Congress and from the 
Atomic Energy Commission Ad Hoc 
Committee on Reactor Programs and 
Policy. 

Because there are strong indications 
that the future direction which this na- 
tion will go toward developing civilian 
nuclear power will probably be a com- 
promise between the recommendations 
of these two groups, this month’s report 
will be a comparative analysis of the 
programs suggested by the Joint Com- 
mittee and the AEC. 


Background of Recommendations 


At the suggestion of Representative 
Carl Durham, then Chairman of the 
Joint Committee, in November 1957, the 
AEC and Joint Committee began a series 
of meetings for the purpose of reviewing 
the Commission’s nuclear power objec- 
tives, policies and programs. On June 4, 
1958, the AEC, in its testimony to the 
Subcommittee on Legislation of the 
Joint Committee, released for publica- 
tion a statement on the AEC’s Civilian 
Power Reactor Program. Senator Clin- 
ton P. Anderson, now chairman of the 
Joint Committee, was moved to say, “All 
things considered, the AEC long-range 
program statement presented a genuine 
attempt to be responsive to suggestions 
by the Joint Committee. But the Joint 
Committee quickly found that the pro- 
gram has significant limitations.” These 
limitations made the report unacceptable 
and resulted in the Joint Committee’s 
preparing its own recommendations in 
the form of the PROPOSED EXPANDED 
CIVILIAN NUCLEAR POWER PROGRAM.” 
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NUCLEAR ENERGY REPORT ... 


Developments of Investment and Commercial Interest 


Alternate Committee Programs Analyzed 
















VINCENT R. FOWLER 





Certain aspects of the program will be 
repeated here for comparative purposes. 

New AEC Chairman John A. McCone 
approached the question of this nation’s 
civilian nuclear power policy afresh 
rather than accepting completely the 
proposals inherited from his predeces- 
sor. To assist the Commission in its re- 
study, McCone appointed the Ad Hoc 
Committee on Reactor Programs and 
Policy on October 6, 1958. The Ad Hoc 
Committee held some twelve meetings 
of one or two days duration in the fall 
of 1958 and submitted its report to the 
AEC on January 5, 1959. In view of the 
wide public interest in this report, the 
Commission released it to the public on 
January 12 even before official action 
was taken on it. 


Basic Objectives of the 
Two Programs 


The Ad Hoc Committee accepted and 
endorsed the principles of the three 
basic program objectives set forth by 
the Joint Committee’s Expanded Pro- 
gram, and went on to add two additional 


Senior Vice President, Bozell & Jacobs, Inc., in charge of Nuclear Energy Division 


The Ad Hoc Committee’s reasons for 
including the final objective are inter- 
esting and have not been discussed too 
widely up to this time. In the Commit. 
tee’s words: “It is obvious that there 
would be no point in developing nuclear 
power if the supply of uranium were so 
scanty that it would run out after a few 
years operation of a few full-scale power 
plants. If we assume that a large frac- 
tion of the new power plants built after 
1970 are nuclear plants and that our to- 
tal needs for electric power increase as 
they have been recently, then the total 
nuclear capacity by 1980 or 1990 would 
be approximately equal to our present 
capacity for producing power from fos- 
sil fuels.” 

If this were the case and we confine 
this nation’s nuclear development to re- 
actors using U-238 recoverable at pres- 
ent prices, United States reserves of 
uranium might begin to run out in a few 
decades. Fuller utilization of Uranium 
and Thorium can be done effectively 
only by the development of breeder re- 
actors. 





Joint Committee’s Statement 


“Achieve and demonstrate in the 
United States nuclear power competitive 
in cost per kilowatt hour by 1970. 


“Achieve and demonstrate in high cost 
free world nations nuclear power com- 
petitive in cost per kilowatt hour by 
1968. 


“Fortify the position of leadership of 
the United States in the eyes of the 
world in the peaceful application of 
atomic energy, particularly with regard 
to power.” 





objectives which they felt were explicit 
or implicit in the body of those state- 
ments. The report did, however, restate 
the Joint Committee’s objectives in its 
own words. The exact wording of the 
two sets of recommendations is shown 
here for purposes of comparison. 


*T&E, Jan. 1959, p. 45. 





Ad Hoc Committee’s Statement 


“Reduce the cost of nuclear power in 
this country to a point competitive with 
the power from fossil fuels at least in 
some areas within ten years. 

“Reduce the cost of nuclear power to 
the competitive point in friendly foreign 
nations having high costs for energy in 
less than ten years through a comprehen- 
sive program of assistance clearly de- 
fined and vigorously pursued. 

“Fortify the position of leadership of 
the United States in the technology of 
nuclear power for civilian use. 

“Achieve a substantial reduction in the 
cost of nuclear power over the next 
twenty or thirty years by continuing 
studies which may ultimately lead to 
great cost reductions, but which are un- 
likely to bear fruit in the next ten years. 

“Make the fullest use possible of the 
nuclear energy latent in both uranium 
and thorium, especially by breeding; 
recognizing that U-238 alone is probably 
not sufficiently plentiful to contribute 
significantly to our power needs over the 
long range.” 
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Consequently, the Committee feels that 
development of breeder reactors should 
be pursued vigorously since otherwise 
we might find ourselves faced with a 
shortage of fissionable material by the 
year 2000. Successful breeding is the 
equivalent of multiplying our reserves 
by a large factor, which could be as 
high as 50 or 100. 


Scope of Future Development 
Programs 


After carefully analyzing the present 
state of the reactor art and future tech- 
nical developments necessary to achieve 
the stated objectives, the Ad Hoc Com- 
mittee refrained from putting forward a 
specific program of reactor development 
to be followed over the next eight to ten 
years. Rather, the Committee expressed 
general agreement with the broad AEC 
program of last summer and the Joint 
Committee program printed in August. 
Specific areas are identified, however, 
where the Committee differs with the 
Joint Committee. 


First, the Ad Hoc Committee would 
put greater emphasis on breeding and 
prototype plants compared with large 
scale plants. 

Second, the Joint Committee’s pro- 
gram envisaged the construction of ap- 
proximately a million kilowatts capacity 
of nuclear power in the next seven years 
or so; the Ad Hoc Committee, by con- 
centrating on prototype, rather than 
large scale, plants would reduce this to 
perhaps as low as 500,000 kilowatts. 

Third, the Joint Committee report es- 
timates total cost, exclusive of labora- 
tory support facilities, of $250-$275 
million a year, with about half going for 
research and development and the other 
half for design and construction of spe- 
cific reactors. If prototypes of average 
size of 50 electrical megawatts are sub- 
stituted for the 200 megawatt plants in 
the Joint Committee’s program, the es- 
timated total cost might be reduced by 
about $50 million a year. 


Ad Hoc Committee’s 
Summary 


The Committee summarized its report 
by expressing belief that the program 
outlined is consistent with the present 
state of technology and probable attain- 
ment of the stated objectives. They con- 
cede ihe program might be speeded up 
somewhat by greater outlay, but they 
doub whether this is necessary for the 
Immediate future and they “believe it 
might be undesirable for the ultimate 
objective of really cheap nuclear pow- 
&r.. .” The Committee went on to say: 
‘Furthermore, we think a ‘crash’ pro- 
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gram might distort the technology and 
waste nuclear fuel.” 

The Committee’s overall conclusions 
are “that the technology of nuclear pow- 
er is well advanced in this country, that 
it still has a long way to go before it can 
be turned over entirely to private indus- 
try, and that if the AEC leads a vigorous 
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Manufacturers of a complete line 
of automotive and industrial 
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A REGULAR 
QUARTERLY DIVIDEND 


of 50c per share 

on Common Stock, 

was declared by the 
Board of Directors on 
January 12, 1959 payable 
March 16, 1959 to 
stockholders of record 

on March 3, 1959. 
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THE DAYTON POWER 
AND LIGHT COMPANY 


DAYTON, OHIO 
146th Common Dividend 


The Board of Directors has declared 
a regular quarterly dividend of 60c 
per share on the Common Stock of 
the Company, payable on March 2, 
1959 to stockholders of record at 
the close of business on February 
16, 1959. 


GEORGE SELLERS, Secretary 
February 6, 1959 




















PHELPS DODGE 
CORPORATION 
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The Board of Directors has 
declared a first-quarter dividend 
of Seventy-five Cents (75¢) per 
share on the capital stock of this 
Corporation, payable March 10, 
1959 to stockholders of record 
February 20, 1959. 


M. W. URQUHART, 
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February 5, 1959 
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development program there is a fair 
chance that nuclear power may be com- 
petitive with power from fossil fuels in 
some parts of this country within ten 
years and in most of the country within 
twenty or thirty years.” 


Joint Committee Prepares 
for Action 


The Joint Committee on Atomic En- 
ergy has started laying the groundwork 
for this year’s consideration of a new 
program of civilian nuclear power devel- 
opment by holding a series of informal, 
off-the-record seminars with reactor ex- 
perts on January 14; equipment manu- 
facturers on January 15; and represen- 
tatives of public and private electric 
utilities on January 16. The future direc- 
tion of the program will get a full scale 
open hearing at the so-called “202 Hear- 
ings” tentatively scheduled to begin 
February 17. 


1959’s Billion Dollar Gore Bill 


Tennessee’s Senator Albert Gore, long 
an advocate of increased Federal Gov- 
ernment construction of nuclear power 
plants, has introduced a 1959 version of 
his bill to accelerate nuclear power de- 
velopment. $.683 calls for the construc- 
tion in the United States of a million 
kilowatts of generating capacity by 
December 31, 1965. Other highlights 


are: 


1. The Commission is authorized 
and directed to proceed with construc- 
tion of large-scale power reactor 
demonstration facilities as soon as 
practicable. 

2. Selection of types shall be based 
on the determination that they would 
contribute to the advancement of the 
art and technology. 

3. Power reactors would be built 
at major Commission production sites 
and electric energy generated used by 
the Commission in connection with the 
operation of such production facilities. 

4. The Commission shall proceed 
with development of advanced designs 
and concepts, and as soon as practica- 
ble, proceeds with construction of pro- 
totype power reactors — capable of 
producing not over 50 thousand kilo- 
watts of electricity — using such de- 
signs. 

5. The Commission shall initiate a 
program of developing reactors in the 
range of 10 to 50 thousand kilowatts 
capacity and proceeds with construc- 
tion of such prototypes as soon as 
practicable. 

6. Authorizes construction of nec- 
essary supporting facilities for all 
projects above. 

7. Calls for accelerating program 
for developing nticlear rocket propul- 
sion, including development of a 
manned space vehicle powered by nu- 
clear energy. 

8. Directs Commission to pursue 


with all practicable speed develop- 
ment of laboratory process for pro- 
duction of usable energy from ther- 
monuclear reaction and to construct 
as soon as practicable experimental] 
reactors for thermonuclear production 
of electricity. 


9. And finally, authorizes the ap- 
propriation of $1 billion to carry out 
provisions of this bill. 


Big Turn-Over in Top AEC Ranks 


During the last half of 1958 there was 
a substantial turn-over of top officials of 
the Atomic Energy Commission. 

Resignations, including the General 
Manager, Deputy General Manager, 
Director and Deputy Director of Divi- 
sion of Reactor Development, Special 
Assistant to the General Manager and 
Chief Congressional Liaison officer, fol- 
lowed the departure of former Chair- 
man Lewis L. Strauss. 

The only newcomer to fill one of these 
positions was retired Major General 
Alvin R. Leudecke, whose appointment 
was announced by Admiral Strauss be- 
fore Mr. McCone took over. 

The new chairman appears to have 
decided on a policy of promotion from 
within the AEC staff—a policy which is 
sure to have a favorable effect on staff 
morale but the effect as far as the United 
States nuclear power program is con- 
cerned is largely uncertain. 


Euratom Aid to U. S. Industry 


The birth of Euratom — the six na- 
tion European nuclear power coopera- 
tive and its initial placement order 
with the United States for help in con- 
structing new nuclear power plants with 
one million kilowatt capacity 
provide a stimulus and experimental 
know-how for this country’s nuclear 
power industry. 





should 


And a current report of the Nuclear 
Industry Committee of the Investment 
Bankers Association of America 
marizes the industry outlook thus: 


sum- 


“A firm foundation has been laid 
for sound atomic energy developments 
in the United States and in the Free 
World. We can all look with increased 
confidence toward the future of this 
great new industry in its many facets 
and ramifications .. .” 


New Appointments to Joint 
Committee on Atomic Energy 


Last month’s column pointed out 
there were four vacancies on the Repub- 
lican side of the Joint Committee. These 
appointments have now been made: ‘tep- 
William Bates (Mass.), Rep. Jack \\ est- 
land (Wash.), Senator Wallace Bernett 
(Utah) and Senator George Aiken (\1-)- 
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TRUST REPORTS 
(Continued from page 100) 


During the past ten years this de- 
partment has grown in volume, indi- 
cated by book value, by more than 400% 

. . wills naming the bank have in- 
creased 450% ... At the close of the 
year the department was administering 
more assets than ever before ... For 
the third consecutive year, more than 
115 attorneys drew instruments for their 
clients naming the bank in a fiduciary 
capacity. 

Fulton National Bank, Atlanta 


The volume and quality of new busi- 
ness was again satisfactory. Some 40 
new estates of an average value of 
$150,000 were received . .. and trustee 
appointments for 23 additional profit 
sharing trusts. The Company is present- 
ly administering over 100 such trusts.” 

Hawaiian Trust Co., Honolulu 


With the approaching maturity of 
Idaho’s economy, this unit continues to 
expand and gain stature. 

Idaho First National Bank Boise 


One of the bank’s fastest growing ac- 
tivities is our trust department. 
Fort Wayne (Ind.) National Bank 


For the tenth consecutive year gross 
income from trust operations and total 
trust assets reached a new high level.” 

American National Bank, Chicago 


Today City National’s trust depart- 
ment is responsible for administering 
more personal and corporate type trusts 
than at any time in its history. 

City National Bank & Trust Co., 
Chicago 


A substantial gain in over-all volume 
... Pension and profit-sharing trusts ad- 
ministered by us have continued to in- 
crease both in number and volume.” 

Continental Illinois National Bank 
& Trust Co., Chicago 


The growth in the number of our trust 
accounts and the greater worth of assets 
entrusted to the bank’s care have in- 
creased gross income above the level of 
prior years . . . The year was the best 
of the 55 years the bank has been in 
the trust business. 

First National Bank, Chicago 


“Income, both gross and net,, reached 
new high levels ... A growing interest 
in insurance trusts is reflected in the 
ever-increasing number of these trusts 
-.. Further increases in the size and 
number of pension, profit-sharing and 
other employee benefits plans . . . The 
number of estates increased ... Again 
this year the income (of the Common 
Trust Fund) distributed per unit has 
inerez sed The trust department 
training program has operated effective- 
ly for four years. 


He: ris Trust & Savings Bank, Chicago . 


Feprvary 1959 


Earnings reached a new high... in- 
crease in the number of trusts, invest- 
ment counsel accounts, and employee 
benefit plans . . . many new appoint- 
ments under will ... The dual fund for 
employee benefit plans was very suc- 
cessful in its first year. 

LaSalle National Bank, Chicago 


Investment management advisory serv- 
ices are of increasing importance... 
Our trust department is associated in 
the management of the endowments of 
many of Chicago’s oldest and most dis- 
tinguished institutions. 

Northern Trust Co., Chicago 


A higher level of earnings and the 
potential business placed on our books 
reached an all-time high. 

First National Bank & Trust Co., 
Evanston, Ill. 

An excellent year as to income and 
new accounts. 

Commercial National Bank, Peoria, Ill. 


Increased both in assets and number 
of accounts . .. Investment trust for 
employee benefit plans was established. 

Irwin Union Bank & Trust Co., 
Columbus, Ind. 


An excellent year, active accounts 
reaching a new high... Dollar volume 
of new estate appointments by far the 
largest in the department’s history ... 
Common Trust Fund attained new highs 
in unit value and number of trusts. 

American Fletcher National Bank & 
Trust Co., Indianapolis 


One of the greatest years of growth 
for both new assets and more earnings 
. . . Common Trust Fund and Pension 
and Profit Sharing Pool Plan sustained 
a substantial increase ... Record num- 
ber of new wills and trusts. 

Indiana National Bank, Indianapolis 


The trust department, already the 
largest in northern Indiana and south- 
ern Michigan area, continued its rapid 
growth. 

First Bank & Trust Co., 
South Bend, Ind. 


Trust officers have undertaken various 
property-management services for wel- 
fare and religious groups, educational 
and non-profit organizations. 

National Bank & Trust Co., 
South Bend, Ind. 


Trust department, oldest west of the 
Alleghenies, easily takes its place among 
the fifty largest in the country 
Steady and accelerating growth since it 
was organized over 75 years ago. 

Citizens Fidelity Bank & Trust Co., 
Louisville: 


Initiated two new services this year: 
the Dual Trust for Retirement Plans 
and the Stock Accumulation Agency (for 
accumulation by an employee of his own 
company’s stock on a thrift basis) ... 
Book value of assets and gross commis- 
sions were higher than any other year. 

Kentucky Trust Co., Louisville 
(To be continued) 
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HE STRONG CASE AGAINST INSURANCE 
ae financing of industrial pen- 
sion plans was admitted by James F. 
Oates, Jr., President of The Equitable 
Life Assurance Society, at a public hear- 
ing held on January 23 by the New York 
State Joint Legislative Committee on In- 
surance Rates and Regulations. His solu- 
tion was the grant of fiduciary powers 
to life insurance companies under pen- 
sion plans “where the trust instrument 
provides that the assets held by the in- 
surer as trustee are to be applied to the 
purchase of annuities issued by the in- 
surer.” 

Mr. Oates’ proposal is that the life 
insurance companies would be author- 
ized to administer pension (and profit- 
sharing) trust funds in the same way 
as trust companies do except that, at re- 
tirement, a portion of the trust fund 
would be used to purchase an immedi- 
ate annuity from the insurance company. 
Thus although the (insurance company ) 
trust fund would pay out death, disabil- 
ity and severance benefits, all pension 
payments would be made from the in- 
surance company’s general life funds. 

The Equitable’s plea was supported 
at the hearing by the New York Life 
and by the Mutual Life of New York 
but was opposed by the Metropolitan 
Life. It was also opposed by the Super- 
intendent of Banks, the New York State 
Bankers Association and the Corporate 
Fiduciaries Association of New York 
City. The reasons given for the proposal 
and the arguments against it are so in- 
teresting that we will discuss them at 
some length. 


Mr. Oates’ Case 


Mr. Oates’ statement before the Com- 
mittee and his prior letter of November 
25, 1958, to Chairman William F. Con- 
don, both appear to stem from his ad- 
dress before The Law Club of Chicago 
on October 10, 1958. This address pro- 
vides an interesting review of the de- 
creasing importance of life insurance 
companies in the pension field, explains 
why this result has come about, and 
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Seek Fiduciary Powers 


HILARY L. SEAL 


Morss, Seal & Bret; Lecturer in Statistics, Yale University 


then goes on to outline the fiduciary 
solution subsequently presented to Sena- 
tor Condon’s Committee. 

The history of how the life insurance 
companies have been squeezed out of the 
pension business in this country is aptly 
illustrated by the statement that while 
in 1950 the ratio of non-insured pension 
fund assets to those held in the Group 
Annuity Departments of the life insur- 
ance companies was 50:50, in 1958 the 
ratio had become 60:40. This change 
was due to the large differential in the 
rates of growth of contributions to trust 
funds and insurance companies, respec- 
tively. The annual rate of growth of 
pension fund contributions between 1954. 
and 1957 was 13.2% whereas the annual 
rate of growth of group annuity pre- 
mium payments was only 6.1% during 
those years. The result is that today only 
35% of all pension contributions are 
paid to life insurance companies, and by 
1965 this percentage will be 20% on the 
basis of today’s trends. 

Another example can be taken from 
the Equitable’s own figures. This com- 
pany’s group annuity premiums are 22% 
of the aggregate of those of all U. S. life 
insurance companies and 36% of its 
total assets are in this type of business. 
Yet because of its early entry into the 
pension field at a time when other life 
companies were discouraging this busi- 
ness, it has lost many of the “jumbo” 
cases it then obtained. Thus during the 
last 10 years the company lost to trus- 
tees 129 pension clients representing 
$75 million of premium income, and 
lost a further $40 million of premiums 
because of “splits” with trust funds. 


As Mr. Oates observed in his Chicago 


talk, the two reasons for the shift from 
insured to trusteed financing were: (a) 
lack of flexibility of the group annuity, 
and (b) the higher net cost of the in- 
sured plan. The first of these defects was 
met—successfully—by the Deposit Ad- 
ministration variant of the Group An- 
nuity but the second still exists. The 
reasons for the higher net cost are two- 


fold: 


1. Federal income tax is levied at 
the rate of 52% on 15% of a life in- 
surance company’s aggregate invest- 
ment income. 


2. N. Y. life insurance companies 
are permitted to invest only 5% of 
their assets or 50% of their surplus, 
whichever is smaller, in common 
stocks. 


The effect of the federal tax on pen- 
sion fund contribution rates was illus- 
trated in Robert L. Hogg’s statement on 
behalf of the Equitable before the Sub- 
committee on Internal Revenue Taxa- 
tion (Nov. 19, 1958). He pointed out 
that if the insurance company’s net in- 
vestment earnings rate before tax is 4% 
the employer will need to pay a contri- 
bution increased by nearly 8% to offset 
the effect of the federal tax which cuts 
the 4% yield to 3.69%. 

As regards the equity limitation of 
(b) the life insurance companies have 
developed the notion of “split funding” 
in an attempt to keep one-half the fund 
from being trusteed. Nevertheless they 
are clearly not satisfied with this par- 
tial solution and are probing various 
other possibilities such as segregation 
of pension assets,” variable annuities. 
and—fiduciary powers. 

Mr. Oates bases his request for fidu- 
ciary powers on the fact that the smaller 
employer is now the only one who is 
financing his pension plan through the 
life insurance industry. And he is driven 
to this, Mr. Oates thinks, because of his 
fear of unfavorable mortality experience 
under a trusteed plan. As Mr. Oates 
complains: “Seldom do we get a really 
big new case.” 


We interpolate at this point that, in 
our opinion, there are few big cases left 
to get. Surely all the major industrial 
companies already have pension p!ans 
for their employees. When Mr. Hogg in 
his statement before the Taxation Sub- 
committee referred to the low average 
coverage of 231 employees under new 
group annuity contracts he overlooked 
that trustees today are probably not 'et- 


*This column February, 1958. 
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tering this figure when it is remembered 
that group annuity contracts have a 2-5 
year “waiting period” for eligibility that 
is often missing from a trusteed plan. 
Nevertheless we admit that the insur- 
ance companies are still covering small 
groups of employees under “individual 
policy” plans which Mr. Oates leaves out 
of account as if they were poor relatives. 
The result is that his conclusion: “ 
discrimination against employees of the 
smaller companies in the form of higher 
pension costs arising from unequal taxa- 
tion and investment opportunities,” is 
well-founded. 

As indicated, Mr. Oates used this con- 
clusion to urge a change in the insur- 
ance law to permit life insurance com- 
panies to act as trustees during the 
“accumulation period” and to use a por- 
tion of the fund to purchase annuities 
when the employees actually reach retire- 
ment. In this way the federal tax bur- 
den would only fall on the interest 
earned on the annuity purchase prices, 
and the trust fund itself—free of federal 
taxes—could be invested heavily in 
equities if desired. 


Metropolitan’s View 


In a written statement submitted to 
the Joint Legislative Committee, Charles 
G. Dougherty, Vice-President, Metropoli- 
tan Life Insurance Company, stated his 
proposal because: 


1. It does not eliminate the dis- 
criminatory federal tax burden; and 

2. The lack of a guarantee of the 
results of a trust fund invested in 
equities makes it an undesirable de- 
vice for life insurance companies. 


Corporate Trustees’ Answers 


Two other written statements were 
submitted, one by Mark H. Peet on be- 
half of the Legislative Committee of the 
New York State Bankers Association 
and the other by Robert A. Jones on 
behalf of the Corporate Fiduciaries As- 
sociation of New York City. 

Mr. Peet emphasized the “fiduciary” 
character of the trustee of a pension 
fund and the high standards imposed by 
law on those who invest funds entrusted 
to them. An insurance company tradi- 
tionally invests for its own account and 
by becoming a trustee would be going 
far afield from what has long been re- 
garde as its proper sphere of opera- 
lions, furthermore, in its proposed role 
as trustee the insurance company would 
not be subject to the searching examina- 
tion by the Federal banking authorities 
which is a feature of trust companies’ 
*xerci-e of their fiduciary powers. 

The point was also made by Mr. Peet 
that the fiduciary powers requested by 
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the Equitable provided no new service 
for the public since corporate trustees 
could presently be required to purchase 
annuities from an insurance company at 
retirement date. Mr. Jones went further 
by criticizing the requirement that the 
insurance company trustee would have 
to buy the annuities from itself instead 
of from the insurance company with the 
lowest annuity rates. We might remark 
at this point that the very concept of a 
“required purchase” 20, 30 or 40 years 
hence seems extraordinarily inflexible. 
On the other hand, if the insurance com- 
pany were permitted to give the em- 


ployer an “option” whether to buy or 
not to buy, the whole concept of Mr. 
Oates’ proposal falls to the ground. 

Mr. Jones also raised the interesting 
question of the responsibility of the in- 
surance company as trustee. When a 
bank serves as trustee its “capital stock, 
property and effect” are liable if it acts 
improperly, and it is required to keep 
10% of its capital stock with the Super- 
intendent of Banks as security for the 
beneficiaries of the trusts it administers. 
These safeguards would be lacking in 
the case of an insurance company which 
would presumably insulate its general 
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funds from losses occurring in the trust 
funds it managed. 

An interesting point was made by 
Mr. Jones in connection with the taxes 
paid by trust companies on the fees they 
receive for their investment manage- 
ment. If life insurance companies were 
to act as trustees of tax-free pension 
funds their investment fees would be 
free of all federal or state taxes. “Why 
should the taxpayers of New York suffer 
in order that the life insurance compa- 
nies may engage tax free in a new kind 
of business which is now being per- 
formed to everyone’s satisfaction by the 
taxpaying banks and trust companies of 
this State?” 

Senator Condon’s Committee has not 
yet made its findings public. However, 
we feel inclined to forecast that although 
the Equitable made an interesting an- 
alysis of why it is failing to get the new 
pension business it wants, its case is not 
strong enough to secure the proposed 
amendment in the insurance law. 


Actuaries Discuss Mortality 
Techniques 


London—The writer of this column 
has often drawn attention to what he 
considers faulty statistical techniques 
that provide answers quite different 
from the truth. In a paper discussed be- 


fore the Institute of Actuaries in London 
on January 26 we advanced the thesis 
that all the classical actuarial authors 
used faulty methods in their measure- 
ment of “temporary selection,” e.g., the 
amount by which the mortality of a 40- 
year-old man insured for 10 years ex- 
ceeds that of a 40-year-old man insured 
for 9 years. The current opinion in this 
country seems to be that this “selection” 
is observable for 15 years because of the 
withdrawal of the more healthy lives 
from insurance coverage. 

For technical reasons we did not util- 
ize the most modern data but proved, 
we believe, that actuaries have grossly 
overestimated the effect of “selection” 
for a hundred years or more. The actuar- 
ies discussing our paper disagreed pretty 
generally with our thesis, not because 
the “old” actuaries used proper statisti- 
cal methods but because their own prac- 
tical experience had revealed the con- 
tinuance of “selection” for long periods 
of years. 

A A A 


@ Henry M. Tibbits, assistant vice presi- 
dent, Harris Trust and Savings Bank, 
Chicago, has been elected secretary- 
treasurer and director of the Chicago 
chapter, Council of Profit Sharing In- 
dustries, whose members have established 
qualified employee profit sharing plans. 
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Forms Trust for Employee 
Benefit Plans 


A special trust, established to serve 
qualified employee benefit plans through 
a collective investment program, is now 
in effect at the Republic National Bank 
of Dallas. 

The Republic National Bank Invest. 
ment Trust for Employee Benefit Plans, 
through this collective investment pro- 
gram, offers such qualified trusts, “in- 
vestment opportunities, asset diversifica- 
tion, policy flexibility and income yields 
normally obtainable only in 
trusts.” 

The Trust is divided into two Funds— 
the “Equity Fund” and the “Fixed In- 
come Fund.” The proportion of its 
money to be placed in each Fund can be 
determined by those responsible for the 
particular Trust. Investment selection, 
however, rests with the bank’s Trust In- 
vestment Committee. 

Details of the new Trust are described 
in a six-page booklet. 


large 


A BS A 
Hartford National to Manage 
Savings Bank Pension Fund 
Hartford National Bank & Trust Co.. 


has been selected by the Pension Com- 
mittee of the Savings Bank Association 
of Connecticut to act as trustee of the 
Association’s new state-wide 
plan. 

The new pension plan fulfills the re- 
quirements of Connecticut banking law 
that savings banks with less than $20 
million deposits must group together if 
they wish to establish employee pension 
funds. The new plan, approved by the 
Treasury Department and the State 
Banking Department, offers the benefits 
of standard mortality tables and _ the 
economies of pooled investment and 
shared overhead costs. 

The Newtown Savings Bank and the 
Suffield Savings Bank have become the 
first two savings banks to adopt the 
plan, according to trust officer Jacques 


Chabrier of Hartford National. 
A A A 


Pension Reserves at $35 Billion 

The Institute of Life Insurance esti- 
mates that private retirement plans at 
the close of 1957 covered 18.3 million 
persons, including 1.3 already retired, 
an increase during the year of approxi- 
mately 1.3 million. Insured pension Tre 
serves totalled $14 billion while funds 
under non-insured plans aggregated 
$20.8 billion. Back in 1950 the dollar 
figures were only some 10% apar' ($5.6 
and $6.1) but the spread has annually 
widened until the latest divergence }§ 
almost 50%. 


pension 
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| TRUST PERSONNEL CHANGES 


rve 
igh ALABAMA 

ow 

unk BIRMINGHAM—Carey F. Hollingsworth, Jr., named asst. 
trust officer of BIRMINGHAM TRUST NATIONAL BANK. Hol- 
lingsworth holds a B.S. and Law degrees from U. of Ala- 
bama, where he was president of the 1956 Senior Class of 
the Law School. 


CALIFORNIA 


ld LOS ANGELES—Frank H. Schmidt advanced to senior vice 
“"r president at CALIFORNIA BANK, where he is in charge of the 
trust department. Schmidt completed his education at U. of 
Nebraska and U. of Southern California, B.A., LL.B. He 
is— has been associated with California Bank and its former 
In- § subsidiary, California Trust Co., since 1925. 

ils SAN FRANCISCO—Harrison McKusick named asst. trust 
n be § officer and assistant secretary at the main trust office of 
the § First WesterN BANK & Trust Co.; Leland Bright and 
tion, § Jack G. Navarro appointed asst. trust officers. 


| In- § SAN FRANCISCO—Richard E. Hayman promoted to trust 


officer of WELLS FarGo BANK, in charge of estate planning 
ibed § at the Union Trust office. 





CONNECTICUT 




















age kkkkk 
BRIDGEPORT—A. Fuller Leeds 
nd ; 
elected senior vice president, trust 
Co.. officer and a director of CirTy TRUST 
Com- Co., in charge of the trust depart- 
ation ment, succeeding F. Glendon Hall 
f the who retired after 46 years with the 
nsion company. Charles W. Bitzer named 
board chairman, Robert H. Whitney, 
president, and Nelson A. North, Jr., 
1e Te- ; . 
» lew A. FULLER LEEDS vice president and trust officer. 
1 $20 
ner if | BRIDGEPORT—Connecticut NATIONAL BANK advanced M. 
nsion § Louise Morehouse to vice president and trust officer. 
Bas DANBURY—Anthony E. Sasso apointed asst. trust officer 
State 


of DANBURY NATIONAL BANK, having recently resigned from 
onefits § that position with First WESTCHESTER NATIONAL BANK, 
d_ the § Bronxville, N. Y. 


+ and § NEw BRITAIN—Roger L. Offen, Jr., elected asst. trust offi- 

ter of NEW BRITAIN NATIONAL BANK. He formerly had the 
id the § same title with Greenwich Trust Co., and prior thereto was 
ne the @'tust administrator of Guaranty Trust Co., New York. 


pt the FSTAMFORD — FarrrieLp County Trust Co., advanced 
acques § Thomas F, Richardson to vice president, and named William 
E. Moore director of public relations. Richardson joined the 
tank in 1947, became asst. trust officer in 1951 and asst. 
vice president in 1957, and is the bank’s economist. Prior 
illion § © Moore’s affiliation with the Trust Company in 1957 he 
e esti- $8 assistant to the director of public relations and ad- 
ans at §"inistration at Norden-Ketay Corporation. 
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RICHARD E, HAYMAN 
San Francisco 


FRANK H. SCHMIDT 
Los Angeles 


M. LOUISE MOREHOUSE 
Bridgeport 
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ROBERT C. BAKER 
Washington Atlanta Atlanta 


ETHLEEN LASSETER 


GEORGE S. CRAFT 


DISTRICT OF COLUMBIA 


WASHINGTON—AmERICcCAN SEcuRITY & TRUsT Co. elected 
Robert C. Baker as president and chief executive officer 
succeeding Daniel W. Bell, reelected chairman of the board. 
A graduate of Wharton School of Finance, U. of Pennsyl- 
vania, and past president of District of Columbia Bankers 
Association, Baker became associated with American Secur- 
ity in 1946. 


WASHINGTON—NatTIONAL Savines & Trust Co. elected 
Bruce Baird to the new position of chairman and president; 
Douglas R. Smith to executive vice president; J. Fontaine 
Hall to senior vice president in charge of the trust depart- 
ment; and Herman G. Lauten to vice president and trust 
officer. 


FLORIDA 


JACKSONVILLE—William G. Dickie advanced to vice 
president and trust officer in charge of the trust department 
of ATLANTIC NATIONAL BANK. George W. Frazier retired 
under the Bank’s pension plan after 39 years. 


SARASOTA—J. W. McKinney promoted to vice president 
and trust investment officer at PALMER First NATIONAL BANK 
& Trust Co., where he is head of the investment division of 
the trust department; Arthur J. Ferguson, tax department 
head, advanced to asst. trust officer. 


GEORGIA 
ATLANTA—At First NATIONAL BANK, Miss Ethleen Las- 
seter advanced to trust officer. Atlanta’s Woman of the 
Year in Business in 1945, Miss Lasseter is a former national 
president of the American Woman’s Society of Certified 
Public Accountants and of the Atlanta Chapter of the 
American Institute of Banking. 


ATLANTA—Trust COMPANY OF GEORGIA elevated Charles 
E. Thwaite, Jr., to chairman succeeding John A. Sibley, who 
remains as chairman of the executive committee; William S. 
Woods to vice chairman; and George S. Craft to president. 





kkkkk 

MACON—First NATIONAL BANK & 
Trust Co. elected Marion H. Liles 
board chairman, emeritus; Charles 
E. Newton, Jr., board chairman and 
trust officer, with continued general 
supervision of trust affairs; Tom E. 
Greene, Jr., president; and Ned 
Crowe and John H. Holder, Jr., trust 
officers. 





C. E. NEWTON, JR. 











ILLINOIS 


CHICAGO—R. Emmett Hanley elected senior vice president 
at City NATIONAL BANK & TrRustT Co., where he is head of 
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Davin M. KENNEDY 
Chicago 


R. A. AISHTON 
Chicago 


R. EMMETT HANLEY 
Chicago 


the trust department; Francis J. Hilkin and A. P. N. Mc- 
Arthur elected asst. trust officers. Hanley is past president 
of the Corporate Fiduciaries Association of Chicago. 
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CHICAGO—At CONTINENTAL ILLI- 
NoIs NATIONAL BANK & TRUST Co., 
David M. Kennedy elected board 
chairman and chief executive officer 
succeeding Walter J. Cummings, 
named chairman of the newly 
created executive committee; Rich- 
ard A. Aishton, president and a 
director. Mark W. Lowell, vice presi- 
dent and executive trust officer, was 
elected a director. During Cum- 
mings’ 25 years as board chairman, resources quadrupled 
to $2.8 billion. Kennedy joined the bank in 1946 after 16 
years with the Board of Governors of the Federal Re- 
serve System. Aishton has been with Continental and a 
predecessor bank since 1919 except for a three year pe- 
riod. Lowell joined the probate division of a predecessor 
trust company in 1924, after being in the investment busi- 
ness and practicing law. 





MARK W. LOWELL 











CHICAGO—Elected vice president in the trust department 
at First NATIONAL BANK was Lucian B. Wilkinson; asst. 
vice presidents: Robert R. Manchester and Waid R. Van- 
derpoel (formerly trust officers) ; August J. Hurt, Jr., former 
trust officer, made secretary; Howard B. Bouten and Charles 
H. Scholfield promoted to asst. trust officers. Five newly 
elected trustmen were: Max L. Reisner, asst. secretary; R. 
Emmett Bailey, Walter F. Gray, Jr., Harvey H. Nichols 
and Marshall L. Zissman, asst. trust officers. 


CHICAGO—William T. McManamon elected trust officer of 
NATIONAL BANK OF AUSTIN. A graduate of the Trust Devel- 
opment School of Northwestern U., McManamon also re- 
ceived a law degree from Loyola U. 


CHICAGO—NorTHERN TRUST Co. promoted James R. Ware 
and Hume S. Dice to second vice presidents, and elected 
Robert P. Billingsley assistant secretary, industrial division, 
all in the trust department. 


CICERO—J. Frank Daly named asst. trust officer of CICERO 
STATE BANK. 


IOWA 


DES MOINES—Richard W. Carey named asst. trust officer 
at Iowa-DEs MoINES NATIONAL BANK. Carey holds a law 
degree from U. of Iowa. 


KANSAS 


KANSAS CITY—Maurice L. Breidenthal, Jr., became presi- 
dent of SEcuRITY NATIONAL BANK succeeding his father, who 
becomes board chairman. 


LOUISIANA 


SHREVEPORT—T. Warren Ogden advanced to asst. trust 
officer at COMMERCIAL NATIONAL BANK. 
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MARYLAND 


BALTIMORE—Frank Lenz and William C. Norwood elected 
asst. trust officers at EQUITABLE TRUST Co. 
BALTIMORE—MaryYLAND TRUST Co. named Milton (, 
Feher an asst. trust officer. 


BALTIMORE—MERCANTILE-SAFE DEPOSIT & TRUST CO. pro- 
moted J. William Eggleston and William G. Frederick to 
vice presidents; Henry H. Bauer and Eugene W. Mayhorne 
to asst. vice presidents; Charles R. Watson to trust officer; 
Paul G. Krabitz, to income tax officer; Francis J. McDonald 
to trust service officer; and John M, Ellis and Richard P. 
Hutchins to asst. real estate officers. Eggleston was with the 
investment department of the trust division until 1952 when 
he was assigned to public relations and advertising, and 
is also associated with the estate planning department. 
Frederick, assigned to the personal trust department, has a 
law degree from U. of Baltimore. Bauer specialized in estate 
and gift taxes during his 39 years of employment. Mayhorne 
has been recently placed in charge of personnel in the 
trust division. 


MASSACHUSETTS 





toto 

BOSTON — William W. Wolbach 
elected president and chief execu- 
tive officer of BostoN SAFE DEPOSIT 
& Trust Co., Ralph Lowell made 
chairman. Wolbach joined the staff 
in 1936 and subsequently became 
asst. trust officer, trust officer, vice 
president and executive vice presi- 
dent in 1956. He has been president 
of the Boston Security Analysts’ 
Society, and a vice president of the 
National Federation of Financial Analysts’ Societies. 
BOSTON—Richard L. Frothingham, senior vice presi- 
dent in charge of the trust department of NEw ENGLAND 
TRUST Co., elected also a director. 





WILLIAM W. WOLBACH 











CAMBRIDGE—Thaddeus R. Beal elected president of Harv- 
ARD TRUST Co., succeeding Robert R. Duncan, named board 
chairman, but who continues as chief executive officer. Dun- 
can is also chairman of the executive committee of the Trust 
Division, American Bankers Association. 


LOWELL—J. William Etzel advanced to vice president and 
trust officer of UNION NATIONAL BANK, and Edward C. 
Latour elected asst. trust officer. 


MICHIGAN 


DETROIT—Arnold W. Lungershausen joined DETROIT BANK 
& TRuST Co. as vice president and trust officer. A tax at- 
torney specializing in Federal and State tax laws, Lungers- 
hausen is also instructor at Detroit College of Law; secre 
tary and a director, Michigan Law Institute; and associate 
editor, “Michigan State Bar Journal.” Also elected in the 
trust department were: W. Howard T. Snyder and Harry 
C. Pratt, asst. vice presidents and asst. trust officers; Ray- 
mond C. Gunn, William O. Hemingway and J. Calvin Me- 
Clellan to asst. trust officers. 





PY 
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GRAND RAPIDS—At OLD KENT BANK & TrRusT Co., Wayne 
w. Ayers and Richard M. Gillett appointed asst. vice presi- 
dents, and James B. Beckett and Wale W. Rhoades to as- 
Cc sistant secretaries, all trust division, H. B. Wagner retired 
" Bat year-end as vice president in the trust division. 





si MINNESOTA 


ee MINNEAPOLIS—Samuel H. Rogers elevated to senior vice 
neald president and executive trust officer, at NORTHWESTERN 
nald NATIONAL Bank. A director of the bank, Rogers began his 
iP. banking career in 1929 following graduation from U. of 
the Minnesota. He headed the trust investment division for 


several years before appointment as head of the trust de- 





B. partment in 1952. Appointed trust officers and assistant 

ent: secretaries were John C. McKee and Theodore M. Hal- 

as a pvorsen; and Ted A. Smith asst. trust officer. McKee is in 

ern the investment division (trust); is a graduate of U. of 

orne § Minnesota and St. Paul College of Law. Halvorson holds 

the 92" LL.B. from U. of Wisconsin, and is in the pension trust 
division. Smith is in trust operations. 


DULUTH—Thomas Spencer advanced to trust officer at 
First AMERICAN NATIONAL BANK. 


MISSOURI 
ach 


cUu- (LAYTON—Sr. Louris County NATIONAL BANK elected 
SIT Richard E. Fister vice president and trust officer. 


ade | KANSAS CITY—C., E. Ricketts promoted to corporate trust 
taff ificer, and John M, P. Biller named asst. trust officer, at 
ame (iry NATIONAL BANK & Trust Co. Both are graduates of 
vice | BKansas U. law school. 


ne KANSAS CITY—C. L. Hoffman named trust investment 

aw dficer, and Milton Leith asst. vice president and asst. trust 

pee ificer, COMMERCE TRUST Co. Leith has been many years in 

aad the real estate loan department, and moves now into the 
: trust department where he will be in direct supervision of 

pot that department’s real estate loans. 

A 


ST. LOUIS—BoATMEN’s NATIONAL BANK elected John G. 
Neugebauer a trust officer; and John L. Jay and Tom S. 
Eakin, Jr., asst. trust officers. 


LARV-- BST, LOUIS—At St. Louis UNIon Trust Co., the following 
board elected: Norbert F. Amico and Elmer F. Morice, estate plan- 
Dun- Bning officers; W. C. Brown, Jr., Walter Kuelper and M. R. 
Trust §Scherman, investment officers; J. Marion Engler, investment 
research officer; L. G. Newcomb, securities trading officer; 
t and BA. H, Krekel, income tax officer; John E. Woltemade, estate 
rd C. §'ax officer; H. E. Anderson and A. H. Schulte, pension trust 
administrator; and Lin D. Ham, asst. real estate officer. 


sT. LOUIS—At Securiry MutuaL BANK & Trust Co., 
Waldemar B. Due advanced to trust officer (personal trust) 








BANK Band Cletus A, Jung to the same position in charge of the 
ax at- Borobate division. 

ngers- 

pet NEBRASKA 

sociate BOMAHA—First NATIONAL BANK elected John McMillan 
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Harry 
- Ray- 
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Harding a trust officer. A graduate of Yale U. and Law 
School, Harding was with Seattle Trust & Savings Bank 
until joining First National in 1951. He is past president of 
the Estate Planning Council in Seattle, past president of the 
Seattle Association of Trust Men, and a member of the first 
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B. W. BARNARD 
Charlotte 


DONALD J. EIckK 
New York 


Bascoss H. TORRANCE 
New York 
graduating class of the Trust Division of the Pacific Coast 

Banking School. 


NEW JERSEY 


HACKENSACK—HAaAcKENSACK TRUST Co. appointed John 
P. Rose as trust officer, and named William L. Pink as asst. 
trust officer. (Correction of last month p. 65 when Mr. Pink 
was identified with another bank.) 





kkkkk 
JERSEY CITY—Edward T. Purcell, vice president and 
trust officer and head of the trust department of Com- 
MERCIAL TRUST Co. OF NEW JERSEY, elected a director. 
Purcell is a former president of the Hudson County 
Bankers Association and Hudson County Chapter of the 
American Institute of Banking. 











NEWARK—NATIONAL NEWARK & ESSEX BANKING CO. pro- 
moted Howard P. Armstrong to trust officer, and James 
E. Curtin to asst. trust officer. 


PATERSON—At Broapway BANK & Trust Co., John P. 
Africano, vice president and trust officer, also elected a 
director. 


NEW YORK 


CORTLAND—W. Sanford Gay elected asst. trust officer in 
addition to assistant secretary, at MARINE MIDLAND TRUST 
COMPANY OF SOUTHERN NEW YORK. 


NEW YORK—Edward M. O’Brien, Jr., named vice presi- 
dent in investment research division; George B. Denious 
asst. vice president in personal trust, BANKERS TRUST Co. 


NEW YORK—Appointed assistant treasurer, trust division, 
was Henry G. Johnson; and Albert W. Fach an estate 
planning officer, CHASE MANHATTAN BANK. 


NEW YORK—At First NATIONAL City Trust Co. (formerly 
City Bank Farmers Trust Co.). Bascom H. Torrance ap- 
pointed senior vice president and will continue as charman 
of the trust investment committee. He served as chairman 
of the committee of the New York State Bankers Association 
that prepared the way for liberalization of the law govern- 
ing trust investments in the state. 

Edward L. Hunt, Jr., elected as vice president with duties 
primarily concerned with the Astor Estate office which han- 
dles the real estate controlled by the trust company for the 
English Astor family. Other appointments were William E. 
MacLean as asst. vice president and Arthur C. Merrill as 
asst. trust officer. 


NEW YORK—Donald J. Eick joined GUARANTY TRUST Co. 
as a second vice president in the pension trust department. 
Eick formerly was with the National Association of Manu- 
facturers, heading its Employee Health and Benefits Com- 
mittee. 


SYRACUSE—At MARINE MIDLAND TRUST COMPANY OF CEN- 
TRAL NEW YorRK, John K. Metzger advanced to vice president 
in charge of business development and public relations divi- 
sion; Roger L. MacDonald to asst. trust officer. 


NORTH CAROLINA 
CHARLOTTE—AMERICAN COMMERCIAL BANK appointed B. 
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R. L. MONTAGUE 
Asheville 


C. W. CHEEK 
Durham 


J. B. Bostick 
Charlotte 


W. Barnard as board vice chairman and J. Benjamin Bostick 
as senior vice president and trust officer. Barnard has agreed 
to serve on special assignment as assistant to the president, 
and continues as a member of the trust committee. He had 
been head of the trust department since 1943. A member of 
the North Carolina Bar, he has headed the Charlotte Estate 
Planning Council and the trust section of the North Caro- 
lina Bankers Association. Bostick, new trust department 
head, is a graduate of Citadel, and holds an M.B.A. degree 
from New York U. He joined American Commercial in 1950 
after 19 years with The Hanover Bank, New York. 

Raymond R. Clontz and Herbert Thomason were named 
vice presidents and trust officers; David M. Neill and James 
D. White, trust officers; and Emery Inman and Gene A. 
Cathey, asst. trust officers. Clontz is a graduate of Rutgers 
U. Graduate School of Banking, and joined the bank in 
1926. Thomason started as trust department bookkeeper in 
1924. Neill is a past editor of the “Bulletin” of the Financial 
Public Relations Association, and is chairman of the Asso- 
ciation’s Trust Section. White is a graduate of U. of North 
Carolina and the Law School. 


WINSTON-SALEM, ASHEVILLE & DURHAM—Wacnovia 
BANK & TrRusT Co. elected Leonard M. White, supervisor in 
the trust tax division, as asst. trust officer and assistant 
secretary. At Asheville: C. G. Pickard retired after 35 years 
and is succeeded by Robert L. Montague, elected vice presi- 
dent and trust officer and named head of that trust depart- 
ment. At Durham: Charles W. Cheek advanced to trust 
officer. 


OHIO 


AKRON—Warren V. Kaess and William K. Hazlett promoted 
to asst. trust officers at First NATIONAL BANK. 
CINCINNATI—CENTRAL Trust Co. advanced David L. 
Raine to asst. trust officer. 

CLEVELAND—Ben F. Hopkins, Jr., elected president of 
CENTRAL NATIONAL BANK; Loring L. Gelbach, who has been 
chairman and president, reelected chairman and continues 
as chief executive officer. Hopkins joined Central National 
in ’49 following previous experience as an investment analyst, 
is a graduate of Yale U. and Rutgers Graduate School of 
Banking. P. E. Runions named manager of the tax division 
of the trust department, succeeding C. H. Braley, retired 
vice president. 

CLEVELAND—A. W. Marten promoted to vice president, 
estates department, CLEVELAND TRUST Co. 
CLEVELAND—NATIONAL City BANK appointed William B. 
Roe a trust officer, and advanced LeGrande M. Smith to 
manager of real estate in the trust department. 
CLEVELAND—Arthur O. Brown elected asst. trust officer, 
UNION COMMERCE BANK. 

TOLEDO—Donald M. Dresser elected president of TOLEDO 
Trust Co. succeeding John T. Rohr, who retired but was 
elected board chairman, the position previously held by W. 
W. Knight, also retired, elected honorary chairman. 


OKLAHOMA 
ENID—W. L. Stephenson, Jr., formerly vice president and 
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BEN F. HOPKINS 
Cleveland 
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A. W. MARTEN 
Cleveland 


P. E. RUNIONS 
Cleveland 


trust officer, promoted to executive vice president of CENTRAL 
NATIONAL BANK. 


OKLAHOMA CITY—First NATIONAL BANK & TRUST Co. 
named W. H. McDonald as president to succeed C. A. Vose, 
named board chairman, filling a vacancy created by retire- 
ment of his father, R. A. Vose. John C. Harrington elevated 
from executive vice president, an office he has held since 
1953, to chairman of the executive committee. New officers 
elected in the trust department are: Robert E. Lee, asst. 
trust officer, and Robert J. Venters, asst. cashier. 
MUSKOGEE—J. W. Hockman, vice president and trust offi- 
cer of First NATIONAL BANK & TrRusT Co., retired after 48 
years with the bank, starting at the age of 17 as a messen- 
ger. Hockman will continue as consultant in the trust de- 
partment. 

TULSA—At NatTIoNAL BANK oF TuLsA, Charles H. Storm 
and Alfred S. Drouot advanced to trust officers. 


OREGON 
PORTLAND—Richard A. Welch, supervisor of the per- 
sonal trust division at First NATIONAL BANK OF OREGON’s 
head office trust department, promoted to asst. vice president 
and trust officer. 





kkk kk 

PORTLAND—L. B. Staver, vice 
president and executive trust officer 
who was recently named head of the 
trust department at UNITED STATES 
NATIONAL BANK (see Jan. p. 66) 
elected also a director. Ralph H. 
Shumm promoted to trust officer; 
and Forrest L. Cowgill, Robert S. 
Stone and Fay L. Thompson named 
asst. trust officers. Shumm is a 
graduate of Pacific U. where he 
served as business manager and chief financial officer for 
eight years. 









LeRoy B. STAVER 











RHODE ISLAND 
PROVIDENCE—John Simmen, executive vice president of 
INDUSTRIAL NATIONAL BANK, elected president and chief 
executive officer succeeding T. Dawson Brown, who becomes 
board chairman, 

PROVIDENCE—At Ruope IsLAND HospitaL Trust (0, 
Harold J. Field advanced from trust officer to vice president; 
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JOHN SIMMEN 
Providence 
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RALPH H. SHUMM 
Portland, Ore. 
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Providence 
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and John M. Stephens named asst. trust officer. Field is a 
graduate of Williams College and Harvard Business School. 


SOUTH CAROLINA 


CHARLESTON & GREENVILLE—SouTH CAROLINA Na- 
MONAL BANK advanced H. D. Edwards to trust officer at 
Charleston, At Greenville, L. J. Frampton made trust officer ; 
and Clyde M. Gaffney, Jr., named vice president and senior 
trust officer succeeding retired H. J. Winn. 


TEXAS 


DALLAS—First NATIONAL BANK named William R. Eliasoff 
and Charles L. Huddleston asst. trust officers. 


DALLAS—Thomas Sieling and Edward H. Tennison elected 
asst. trust officers at MERCANTILE NATIONAL BANK. 


DALLAS—W. C. Hatfield elected a trust officer at REPUBLIC 
NATIONAL BANK. 


FORT WORTH—Alan C. Roberts appointed trust officer at 
Fort WoRTH NATIONAL BANK. He joined the bank in 1958 
as manager of the new oil and gas section of the trust de- 
partment, previous to which he had been with Cities Service 
Oil Co. 

HOUSTON—At First City NATIONAL BANK, George C. 
Briggs, securities analyst and investment adviser, appointed 
trust investment officer. 

HOUSTON—Harold L. Penn and Marlin Zwicky promoted 
to asst. trust officers at HousTON BANK & Trust Co. 


WICHITA FALLS—Lewis McIntyre advanced to asst. trust 
officer at Ciry NATIONAL BANK. 


UTAH 

SALT LAKE CITY—Bert H. Elg and Edward J. Berrett 
elected asst. trust officers of CONTINENTAL BANK & TRUST 
Co. Elg attended U. of Utah and joined the trust depart- 
ment in 1952. Berrett is a graduate of College of Law of U. 
of Utah, and is engaged in administering probate and profit 
sharing accounts, He is also currently secretary of the Utah 
Bankers Association. 


SALT LAKE CITY—Leonard H. Jacob named trust officer 
at First SecurITY BANK’s Main at First South office. Jacob 
joined the bank in 1956 after practicing law in Idaho. Dur- 
ing 1957-58 he was secretary of the trust section of the 
Utah Bankers Association. 


SALT LAKE CITY—Orval W. Adams retired as president 


of ZIONS First NATIONAL BANK and is succeeded by Walter 
LaMar Webb. 








New Gentilly Branch of Whitney National Bank of New Orleans 

is designed to harmonize with residential atmosphere of neighbor- 

hood and is in architectural tradition of early New Orleans 
residences. 


VIRGINIA 


DANVILLE—Landon C. Horne advanced to senior 
president and trust officer of First NATIONAL BANK. 
RICHMON D—William J. Cox and Charles C, Fultz elected 
asst. trust officers at STATE-PLANTERS BANK OF COMMERCE 
& Trusts. Cox attended Mary Washington College and U. 


of Virginia, and was made asst. manager of the tax division 
in 1957. Fultz is a graduate of V.P.I. 


WASHINGTON 
SEATTLE—At PEOPLES NATIONAL BANK OF WASHINGTON, 
Harold A. Rogers advanced to vice president and trust offi- 
cer; Walter T. Bagnall to trust officer. 
SEATTLE—John F. Jennings promoted to asst. trust officer 


in the probate section of the trust department, at SEATTLE- 
First NATIONAL BANK. 


WEST VIRGINIA 


BLUEFIELD—A. A. Modena advanced to trust officer at 
FLAT Top NATIONAL BANK. 

CHARLESTON—E. D. Spilman elected asst. vice president 
in charge of real estate, trust department, at CHARLESTON 
NATIONAL BANK; and J. G, Call and J. C. Humphreys, asst. 
trust officers. 

PARKERSBURG—At Union Trust & Deposit Co., How- 
ard C. Work named vice president and trust officer suc- 
ceeding Noah Lane, retired. 





vice 


CANADA 


TORONTO—GUARANTY TrRuST Co. appointed A. B. Ramsay 
as general manager. A graduate of Dalhousie Law School, 
Ramsay joined the company in 1942 as a trust officer. 





MERGERS, NEW TRUST POWERS, 
CHANGE OF NAME 


Jasper, Ala. — First NATIONAL BANK 
has recently been granted trust powers 
and its new trust department will be in 
charge of John T. Oliver, Jr., vice presi- 
dent. 

Los Angeles, Cal.—C1TIZENS NATIONAL 
Trust & SAvINGS BANK OF Los ANGELES 
has shortened its name to CITIZENS Na- 
TIONAL BANK. 

San Francisco & Santa Barbara, Cal. 
— Directors of County NATIONAL BANK 
& Trust Co., Santa Barbara, and 
CRockrR-ANGLO NATIONAL BANK ap- 
Proved merger under the latter’s name. 

Hari ford, Conn. — Final approval has 
been wiven to merger of CONNECTICUT 
Bank & Trust Co. with MANCHESTER 
Trust Co., under the former’s name. 

Wilmington & Milford, Del. — Stock- 
holder: have approved merger of FIRST 
NationaL BANK & TRUST Co., Milford, 
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into the WILMINGTON TRUST CO., with 
W. F. McFaul, cashier and trust officer 
of First National, to become a vice presi- 
dent of Wilmington Trust. 


Barrington, Ill. — Trust powers have 
been granted to the First NATIONAL 
BANK. 

French Lick, Ind. — FRENCH LICK 


STATE BANK and WESTBADEN NATIONAL 
BANK have consolidated as SPRINGS VAL- 
LEY NATIONAL BANK. Harriett Brown, 
vice president and cashier, will be in 
charge of the Trust Department. 


Worcester, Mass. — WORCESTER COUN- 
Ty Trust Co. (oldest bank in Worcester 
County) received a national bank charter 
and becomes WORCESTER COUNTY NaA- 
TIONAL BANK. The trust department con- 
tinues as before. 

St. Paul, Minn. — EMPIRE NATIONAL 
BANK changed its name to NORTHWEST- 
ERN NATIONAL BANK. 

Closter, N. J. — CLOSTER NATIONAL 


BANK & Trust Co. opened a branch at 
Northvale, with Frank V. Saladino as 
asst. cashier and asst. trust officer. 

Paterson, N. J. — Shareholders of 
First NATIONAL BANK & TrusT Co. 
agreed to change the bank’s name to 
First NATIONAL BANK OF _ PASSAIC 
COUNTY, effective March 2nd. 

Albany & Hudson, N. Y. — FARMERS 
NATIONAL BANK of Hudson and Na- 
TIONAL COMMERCIAL BANK & TRUST Co. 
of Albany boards approved merger into 
the latter. 

New York, N. Y. — CLINTON TRUST 
Co. merged into CHASE MANHATTAN 
BANK. 

New York, N. Y. — The name of CITY 
BANK FARMERS TRUST Co. is officially 
changed to First NATIONAL CiTy TRUST 
Co., to reflect more accurately the close 
association of the Trust Company with 
its affiliate, First National City Bank 
of New York. 
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SECURITY ANALYST 


If you have had four or five years experi- 
ence in a Trust Department as a Security 
Analyst and wish a more dynamic posi- 
tion in Hartford, Connecticut. Salary 
open. Write: 


Box H-92-7, Trusts and Estates 
50 East 42nd St., New York 17 











Cleveland, Ohio — Trust powers have 
been granted to Society NATIONAL 
BANK. 

Lemoyne, Pa. — LEMOYNE TRUST Co. 
now has a branch office at Camp Hill, 
with Harry D. Reel, Jr., as vice presi- 
dent and asst. trust officer. 

Pittsburgh, Pa. — ALLEGHENY TRUST 
Co. and UNION NATIONAL BANK merged 
under the latter’s name and charter. 

Richmond, Va. — Merger of the Sav- 
INGS BANK & TrRusT Co. into First & 
MERCHANTS NATIONAL BANK has been 
approved by stockholders. 

Richmond, Va. — Directors voted to 
merge STATE-PLANTERS BANK OF COM- 
MERCE & TRUSTS and CITIZENS NATIONAL 
BANK of Petersburg, under the former’s 
name. 

El Paso, Tex. — SOUTHWEST NATION- 
AL BANK has been granted trust powers. 
Robert M. Hannum, assistant vice presi- 
dent, was elected trust officer. 

Nacogdoches, Tex.—Trust powers were 
granted to STONE Fort NATIONAL BANK 
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When an 
Arizona Fiduciary 
Is Required 
or Advisable, 
Your Inquiry Is 
Cordially Invited 


FI RST 
NATIONAL 
BANK OF ARIZONA 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION. 
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EXECUTIVE PLACEMENT 








Individuals seeking positions in trust 
departments may have free listing 
(maximum six lines). Responses to 
listings should be addressed to the 
Code number shown, care of “Trusts 
and Estates,” for forwarding to ap- 
plicant. The magazine cannot under- 
take to answer inquiries. 


Assistant Trust Officer, B.A., 42, eleven 
years experience in administration, oper- 
ations, investments, accounting, taxes, 
and estate planning with large and med- 
ium size trust departments, seeks ad- 
ministrative or new business position. 
91-3, 


Law student, June 1959 graduate, with 
college background in finance and in- 
vestments, desires position with small 
or medium-sized trust department. Loca- 
tion no factor. 91-5. 


Attorney, 28, seeks Florida new busi- 
ness or administration opportunity. Ex- 
perienced in estate planning, administra- 
tion, profit sharing and pension trusts. 
91-6. 

Administrative accountant, with back- 
ground jin taxes, investment portfolio 
management, and trading, real estate, 
groves, ranches, estate planning, desires 
wealthy family group. 91-7. 


Attorney, 33, seven years experience, 
principally in estate planning, tax, wills, 
trusts and probate with 25 man law 
firm, seeks position with trust depart- 
ment, insurance company, corporation or 
law firm. 91-8. 


Certified Public Accountant, executive 
assistant to leading businessman, experi- 
enced in all business matters, financial 
planning, trusts, wills and estates, de- 
sires position as assistant to individual 
or firm, 91-9. 


Trust Officer, 40, with probate prac- 
tice background and six years in all 
phases trust administration, estate plan- 
ning and new business solicitation, seeks 
responsible position in small or medium 
trust department. 91-10. 





Trust Officer, 33, with six years jp 
administration, operations, taxes, invest- 
ments, and customer contacts, and one 
year in commercial banking, desires con. 
nection with progressive bank offering 
advancement prospects, 92-1. 


Trust Officer, attorney, with 14 years 
probate and trust new business experij- 
ence in small and large trust depart. 
ments, desires position as head of busj- 
ness development department in large 
trust company or administrative head of 
medium size trust department. 92-2 


Teacher, in 40’s, wants job as analyst, 
counselor, or writer. Qualified invest. 
ments, taxes, legal, not sales. Prefer 
N. Y., L. L. or N. J. 923 


Trust Officer, attorney, 36, wants more 
opportunity to head department. Experi- 
ence with large southern bank in ad. 
ministration and new business. Expen- 
sive, but ability proven. Excellent refer- 
ences. 92-4 


Man with 30 years experience in bank. 
ing, last 10 years in trust department, 
seeks position in Southeast, preferably 
Florida. Able to organize new trust de- 
partment, handle investments or trust 
development. 92-5 

Trust Officer, B.A., 45, seventeen years 
with medium size trust departments in 
administration, investments, corporate 
trusts, some estate planning and new 
business solicitation, seeks administra- 
tive position in medium size department 
in northeast. 92-6 


A A A 
MURPHY CALIFORNIA SUPERINTENDENT 
oF BANKS 
William J. Murphy, deputy superin- 
tendent of banks in California, has been 


named Superintendent. Mr. Murphy be- 
gan in the State Banking Department 








in 1916 and advanced through every po- 
sition to that of Chief Deputy Super 
intendent. He has been a member of the 
California Bar since 1924. 

Mr. Murphy succeeds William A. Bur- 
kett, who resigned as superintendent ané 
also as president of the National Ass0- 
ciation of Supervisors of State Banks. 


— 








Member Federal Deposit Insurance Corporation 





Trust Department 


NATIONAL BANK OF COMMERCE 
OF SEATTLE 
BRANCHES THROUGH WASHINGTON x One of the oldest and /arges 








Trust Departments ir: the 
Pacific Northwest. 


2nd Avenue at Spring St. Seattl 


TRUSTS AND [STAT 












trus 
bur) 


TILE 
mor‘ 


office 
Co. 


trus 
AL I 


cer 
CoM 
W 
dent 
BAN 


AME 
Indi 
Ame 
Tru 


SU 


requ 
min: 
of b 
deve 
cove 
Was 
cent 
Adn 
ican 
T 
pag 
cuss 
time 
wor 
rate 
tion 


e ( 
of 1 
has 
Sup 
1M 
of t 
clat 





FEB 





; in 
est- 

one 
con- 





ring 


ears 
eri- 
art- 
USi- 
arge 


d of 


lyst, 
vest- 
refer 


more 
peri- 





ad- 
‘pen- 
efer- 


yank- 
ment, 
rably 
t de- 
trust 


years 
its in 
orate 

new 
istra- 
tment 


JENT 


perin- 
s been 
ry be- 
tment 





ry po 
Super: 
of the 


. Bur: 

nt and 
Asso 

nks. 





the 





IN MEMORIAM 


WILLIAM H. FOLTzZ, vice president and 
trust officer, FIRST NATIONAL BANK, Sun- 
pury, Pa. 

E, P. GALLEHER, trust officer, MERCAN- 
TMLE-SAFE DEPOSIT & TRUST Co., Balti- 
more. 

Roy C. JOHNSON, president and trust 
officer, ALBRIGHT (Okla.) TITLE & TRUST 
Co. 

K. T. MAURITZEN, vice president and 
trust officer, HARTFORD (Conn.) NATION- 
AL BANK & TRuST Co. 

LAURENCE L. McCULLOUGH, trust offi- 
cer and secretary to the board, TRUST 
COMPANY OF GEORGIA, Atlanta. 

WALLACE E, SPEAR, former vice presi- 
dent and trust officer, First NATIONAL 
BANK, Omaha. 

EvANS WOOLLEN, JR., chairman of 
AMERICAN FLETCHER NATIONAL BANK of 
Indianapolis, and former president of 
American Bankers Association and its 
Trust Division. 

A A A 
SUPPLEMENT TO “FEDERAL WAGE-HOUR 
HANDBOOK FOR BANKS” 


The increase in the minimum salary 
requirements for exempt executive, ad- 
ministrative, and professional employees 
of banks, effective February 2, and other 
developments since November 1956 are 
covered in a supplement to the “Federal 
Wage-Hour Handbook for Banks” re- 
cently completed by the Bank Personnel 
Administration Department of the Amer- 
ican Bankers Association. 

The supplement, keyed by chapter and 
page numbers to the 1956 edition, dis- 
cusses employees exempt from the over- 
time provisions of the law, maintenance 
workers, overtime compensation, regular 
rate of pay, and joint employment rela- 
tionships. 

A A A 

@ G. Russell Clark, executive manager 
of the American Bankers Association, 
has accepted appointment as New York 
Superintendent of Banks, effective March 
1. Mr. Clark was executive vice president 
of the New York Clearing House Asso- 
ciation before going to the ABA. 





Fiduciaries Elect 


Corporate Fiduciaries Association of 


New York City: 


President: Wil- 
liam <A. Morgan, 
Jr., vice president 
in charge of per- 
sonal trust division, 
Bankers Trust Co. 

Vice Pres.: John 


R. McGinley, ad- 
ministrative vice 
“i fae president, Marine 
site ee Midland Trust Co. 
Sec.-Treas.: (reelected) Kenneth A. 


Hackler, trust officer, First National City 
Trust Co. 


Trust Operations Officers’ 
of Philadelphia: 

President: William T. Patterson, trust 
operations officer, Bank of Delaware, 
Wilmington 

Vice Pres.: Paul A. Carr, assistant vice 
president, Girard Trust Corn Ex- 
change Bank, Philadelphia 

Sec.-Treas.: C. Leslie Applegate, as- 
sistant secretary, First Pennsylvania 
Banking & Trust Co., Philadelphia 


Quebec Section, Trust Companies Asso- 
ciation of Canada: 

President: I. G. Sewell, assistant gen- 
eral manager, Eastern Trust Co. and 
manager of Montreal branch. 

Vice Pres.: E, H. Heeney, Montreal 
manager of National Trust Co. 

Treasurer: Maurice Forget, assistant 
general manager of Royal Trust Co. 


AAA 


@ Retaining one 65-year-old employee 
and retiring another can be a most un- 
pleasant task for management. Con Edi- 
son believes the decision should be based 
on important objective factors. The three 
main criteria are: 1. The employee’s rat- 
ing and his absence and accident record 
rates over the preceding five year period; 
2. Any restrictions on his ability to work 
because of physical condition; 3. The 
necessity of replacing him and effect of 
retention on normal promotional op- 
portunities of other employees. 


Association 








Protect your mortgage investments wich 


Berks Title Insurance policies. Berks Title offers full 
service to corporations and individuals who buy, lease or 


otherwise invest in real estate. 


Sanhs Jitle INSURANCE COMPANY 


READING, PENNSYLVANIA 


Agencies throughout Pennsylvania... Delaware... Maryland . . . Virginia 
West Virginia... District of Columbia...New Jersey... Ohio...Florida 











CORRESPONDENCE (from 87) 


corporation” as such term is defined in 

the Internal Revenue Code, then no 

stockholder of this corporation, without 
the consent of a majority vote of the 

Board of Directors by resolution recited 

in the minutes of the corporation, shall: 

1. transfer stock to a person or persons 
who will not within thirty days from 
such transfer consent to the cor- 
poration continuing as an “electing 
small business corporation”; 

2. transfer stock to a person or persons 
in such manner that the corporation 
after such transfer will have more 
than ten shareholders; 

3. transfer stock to a person (other 
than an estate) who is not an indi- 
vidual; or to a person who is a non- 
resident alien; 

4. execute a last will and testament 
without providing a direction to his 
personal representative to consent to 
the election made by the corporation 
within thirty days from such ap- 
pointment; and each stockholder of 
this corporation agrees, within ten 
days from the date he consents to 
such election, to include a provision 
in his will directing his personal 
representative to consent to such 
election ; 

5. execute ‘a last will and testament 
that will permit any part of the 
stock of this corporation to become 
corpus of a testamentary trust there- 
in created; and to modify his pres- 
ent last will and testament so that 
such stock cannot be so included. 








PARKE-BERNET 
GALLERIES, Inc 


980 MADISON AVENUE 
NEW YORK 21 


SPECIALISTS IN THE 
LIQUIDATION OF ART 
LITERARY AND OTHER 
PERSONAL PROPERTY 

AT PUBLIC AUCTION 


From 


Distinguished Sources 
AND 


PARKE-BERNET - Inc 


| EL Bee SURPLUS arp} 
REAL ESTATE DIVISION 


A Subsidiary 


For Public Auction Sales 
throughout the United States 
of all types of industrial prop- 
erties, products, materials, 
government surplus, real 
estate, etc. 


Write for information 
regarding the Parke-Bernet 
method of selling personal or 

industrial properties at 
public auction. 
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SHOULD TESTAMENTARY TRUSTS BE 
UNDER COURT JURISDICTION? 


DAVID BROFMAN 


Judge of the County Court, City and County of Denver 


N INCREASING NUMBER OF WILLS IN COLORADO SPECIFIC- 
A ally provide that after the closing of the decedent’s 
estate, the trust shall be free from the jurisdiction of the 
court. Such a provision is permitted under Paragraph 3, of 


Section 152-14-11 of Colorado Revised Statutes. Dunklee v.. 


County Court, 106 Colo. 77, involving the Clayton Trust, is 
one of the outstanding examples of why the court should 
retain jurisdiction. Not a year goes by but what the County 
Court is called upon to enter orders concerning that trust. 
If there had not been a retention of jurisdiction in the 
County Court, it would have been necessary to file hundreds 
of suits in the District Court involving interpretation, con- 
struction and instruction. Instead, the fiduciaries merely 
filed petitions in the County Court, a very simple proceeding. 


The advantages in retention of jurisdiction far outweigh 
the disadvantages. Among the latter is the additional docket 
fee—but it is just one small fee. Also the trustee must file 
annual reports but this would not be a burden. The trustee 
would want to prepare the annual report anyway for his 
own use. 

A few examples of the desirability of obtaining a court or- 
der are: where there are obnoxious beneficiaries who chal- 
lenge the fiduciary on every detail; where there is a question 
as to the purposes or legality of the purpose of the trust; 
where there are plural trustees and they can’t agree; where 
there is a change in the applicable law and the trustee is in 
need of a guide, such as the instances created by the adoption 
of the prudent man act; where the trust provides for the con- 
tinuation of a business and because of changed conditions 
it would be prejudicial to all of the trust assets to fail to 
liquidate; where it becomes necessary for the trustee on his 
own account or on the account of another trust in his charge 
to purchase property from the estate. The trustee should not 
act at his peril, but should use the courts liberally. If that 
is so, the matter is self answerable: retain the jurisdiction. 

Trustees day after day take a lot of chances because they 
think they are right. There’s nothing wrong with that, but— 
those chances keep pyramiding and they someday must be 
determined. If annual reports are filed, there is prima facie 
approval of those acts by the approval of that intermediate 
report. The trustee is entitled to a clean slate so that at hear- 
ings on subsequent accounts he will not be open to attack as 
to matters covered by prior accounts. Only fraud and mis- 
take should reopen the door. 


I quote a 1938 paragraph by Christian C. Luhnow, editor 
of the well known publication, Trusts & EstarTEs. 

“It is becoming generally conceded by trustees that 
the existence of trusts, particularly those with discre- 
tionary powers in which no court accounting is provided 
for over a period of years, creates a potential liability 
in proportion to the duration of the trust. A Court review 
and some relief through determination of liability at 
reasonable intervals while the pertinent conditions are 
still adequately recognized is considered as a procedure 
meriting serious consideration.” 


That paragraph as well as two more paragraphs I will 





RICHARD M. DAVIS 


Lewis, Grant & Davis, Denver 


OR ALMOST 40 YEARS OUR FIRM HAS, AS A MORE OR LEss 
BF seaine matter, written into most testamentary trusts a 
provision that after administration of an estate has been 
concluded, the Court will not continue to retain jurisdiction 
over the testamentary trust but that the executor or ad- 
ministrator shall transfer the trust to the trustee for adminis. 
tration without supervision by the Court. It is a salutary 
thing to review practices of this kind and see if they still 
retain their initial validity and vitality. | have done this, 
and my purpose here is to suggest some of the reasons why 
I believe such a provision is desirable in some, if not in all, 
instances. They are these: 

1. If the question is carefully and impartially explained 
to the testator, I think one will find that he doesn’t want 
his family trust under court supervision; and if he does, 
and he thinks it necessary, maybe he had better give a little 
more thought to the selection of his trustee. 

2. If the trust is subject to the jurisdiction of the County 
Court, it cannot be moved out of the State. If in fact the 
trustee and the beneficiaries have all left the jurisdiction (as 
happens with increasing frequency these days), the ability 
to have recourse to the County Court for purposes of instruc- 
tion and interpretation is a real liability and not an asset. It 
is cumbersome, expensive and difficult to have a family trust 
subject to the jurisdiction of a foreign Court. Most County 
Courts here do not like non-resident trustees; they usually 
will require either the appointment of a resident co-trustee, 
which the testator never intended, or will require a bond of 
a non-resident trustee, which is an additional expense bur- 
den. 

3. The burden and expense of filing with the Court an 
annual report of the trustee’s acts cannot be made to appear 
a very great one in and of itself. However, it is just one 
more report that has to be made and it is of doubtful 
significance or value as it is not a true “accounting” from 
a trust standpoint. The requirement of annually reporting 
has, however, other important aspects: 

(a) the privacy of a family trust is destroyed by the 
filing of the annual report. The affairs of the family,—the 
distributions of income, inequalities of distributions in a 
“sprinkling” trust, “pour over” provisions, the effect of the 
exercise of discretionary powers of appointment by a widow 
among children or relatives, the appreciation or depreciation 
in securities, the disposition of closely-held business in- 
terests,—all are disclosed to public view in the filing of this 
routine annual report. 

(b) the protection offered to the trustee by the filing of 
this report is in part illusory. It is my view that the filing 
and approval of the County Court, on a routine basis, of at 
annual report of the trustee setting forth mere receipts and 
disbursements will not protect the trustee against surcharge 
in an otherwise proper action. 

4. As to the advantages of each recourse to the Counly 
Court which Judge Brofman has pointed out, I have three 
observations.” 





Extracts from a ‘“‘debate’’ before Probate and Trust Law Section, Colorado Bar Association, October 16, 1958. 
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quote came out of the waning days of the depression. 


“Changing conditions and the frailty of memory impose 
the unbearable burden of potential liability of which 
trustees are becoming very conscious, especially with a 
prevalence of the ‘Scape-Goat’ complex. To avoid the judg- 
ment of their investment and other actions from the 
warped viewpoint of hindsight, fiduciaries are giving 
serious attention to the idea of periodic adjudications.” 

“Rights can best be ascertained at or near the time 
they are alleged to have been infringed. The fiduciary 
should have the opportunity to present for legal adjudi- 
cation his acts periodically and while all factors related 
to them can be viewed in the setting in which they have 
been created. Likewise the person whose rights are 
affected should have his day in Court.” 


I urge the grant of all possible powers in a trust instru- 
ment. But no matter how broad the language, one cannot an- 
ticipate things that will and do happen that will require 
action by a Court or make Court orders desirable in a given 
case. 
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SATES 


One of the outstanding examples of where the aid of the 
Court was a paramount benefit to estates and trustees was 
the recent merging of two large Denver banks. In excess of 
100 petitions were filed by the successor bank for recogni- 
tion as successor fiduciary in a single afternoon. In any of 
the remaining matters where jurisdiction was not retained 
by the Court, and the specific trust instrument did not cover 
the matter of successor, it will be necessary for an action 
to be filed in each of those cases in the District Court. 





(a) You are not of course depriving yourself of recourse 
to the Courts merely because you remove the trust from the 
County Court’s jurisdiction. The proper forum is the District 
Court to which the trustee may have recourse at any time 
for construction proceedings. etc. It is true that there may 
be some handicap in that the District Judge may not be as 
familiar with trust matters as is the County Judge. But it 
is also true that District Judges have to be lawyers and 
County Judges in Colorado oftentimes are not. 

(b) I do not think it a sound practice, as a general rule, 
to plan a testamentary trust with reference to the highly 
esteemed personality and competence of the incumbent 
County Judge. 

(c) Finally there is a policy question of whether a testa- 
mentary trustee ought to have an “umbrella” of County 
Court supervision over everything he does. A trustee is 
supposed to exercise his own discretion; and this includes 
an affirmative exercise of discertion on matters the testator 
charged him to handle. I am not sure it is good to make it 
too easy for a trustee, when he is subject to the jurisdiction 
of the County Court, to go up there on any occasion to ask 
the approving order of the Court. The protection offered by 
the approving order of the Court is also partly illusory. 
But assuming that it gives the trustee some comfort, it may 
also make him a weak trustee. And much can be said in 
favor of not having him have this excuse for non-perform- 
ance or excuse for inadequate performance. 





Personal Affairs Institute 
Incorporated 


The Personal Affairs Institute of 
America, Inc., is now a going concern. 
The Institute developed logically from 
experiments with a “Personal Affairs 
Month” begun in 1956 in Freeport, 
\. Y. The leaders of that program which 
was heralded in the metropolitan and 
national press (T&E, Aug. °56, p. 693) 
have now formed the Institute to foster 
the idea throughout the nation. 





Announced plans of the Institute in- 
clude an effort to interest TV and radio 
ietworks in a Personal Affairs Month 
wer the air in May as a high level public 
*rvice program. All persons throughout 
the country who have expressed interest 
in Personal Affairs Month will be urged 
0 activate programs in their own com- 
munities this year. 

The methods of developing the Per- 
‘onal Affairs Month program, as learned 
fom successful experience, will be 
“packaged” in a kit to be made available 
lo banks, chambers of commerce, and 
other groups that desire to sponsor the 
plan in their own areas. The Institute 
will also seek to interest a national 
public relations firm in the possibility 
of making their talent available to spon- 
‘ring institutions. 

The office of the Institute is at 65 

est unrise Highway, Freeport, N. Y. 
‘icer= are: Pres—Horace E. DeLisser; 


Vice Pres.—Arthur L. Hodges; Treas.— 
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Mabel M. Battin; Sec.—Russell E. 


Hotaling. 
A AA 


New York Trust Division 
Committee Chairmen Named 


Trust School: John H. Grotheer,* as- 
sistant vice president, Chase Manhattan 
Bank, New York 

Common Trust Funds: Howard C. 
Judd, vice president, Guaranty Trust Co., 
New York 

Public Education: William T. Haynes,* 
vice president, Marine Trust Company 
of Western New York, Buffalo 

Promoting Relations with Bar: Berke- 
ley D. Johnson, executive vice president, 
United States Trust Co., New York 

Tri-State: William H. Gambrell, vice 
president, New York Trust Co., New 
York 

Trust Operations: Fred G. O. Wernet, 
assistant vice president, The Hanover 
Bank, New York 

Trust & Estate Law: Elmer Lee Fin- 
gar,* vice president and trust officer, 
National Bank of Westchester, White 
Plains 

Trust Investment: Alfred H. Hauser,* 
vice president, Chemical Corn Exchange 
Bank 

Employee’s Benefit Fund: William F. 
Lackman,* vice president, Guaranty 
Trust Co., New York 

Administrative Training:+ Lester E. 
Lamb, vice president, The Hanover 
Bank, New York 


*Renamed. 
+New committee. 


Pension Course Renewed 


Because it was so well received in the 
Fall term, the Business Administration 
Extension of University of California is 
again offering this Spring a survey 
course on “Pension and Deferred Profit 
Sharing Plans.” 

The course, running 12 Tuesdays be- 
ginning February 10 at the Extension 
Center in San Francisco, covers indus- 
trial relations and general economic 
setting of these plans; types of plans; 
their formulation and programming; 
methods of funding plans; their tax 
aspects; problems in design, qualifica- 
tion, installation, administration and 
communication of plans, and in invest- 
ment of plan funds. It is designed to give 
the beginner, as well as more exper- 
ienced practitioner, a thorough ground- 
ing in the fundamentals, as well as ad- 
vanced principles. 


A AA 


BooKLET IN AID OF DRAFTING 


The Trust Division of the American 
Bankers Association has published a 
pamphlet, entitled “In Aid of Lawyers 
Drafting Wills and Trust Agreements,” 
which contains reprints of articles by 
William J. Graulty, on “Reviewing Wills 
and Trusts from Point of View of Prac- 
tical Administration,” and by Gilbert T. 
Stephenson, entitled “In Further Aid of 
Lawyers Drafting Wills and Trust 
Agreements.” The booklet may be had 
for 35c from the Trust Division, 12 E. 36 
St., New York. 
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SECURITY TRANSFERS 
(Continued from page 95) 


guaranty of endorsement) and evidence 
of appointment or incumbency. Each is 
explained in clear language. Incumbency 
may be established by a certificate by a 
person reasonably believed by us quali- 
fied to certify. This is especially helpful 
when dealing with living trusts. Amend- 
ments to this section have been approved 
for further clarification purposes. 


Agents’ Rules 


My survey covering nine transfer 
agencies showed only one making no 
change to that date in the rules for regis- 
tration of transfers under the Code. One 
other is asking for appointments in all 
cases as a minimum requirement. 

Of the remaining seven, Section 8-402 
is used in varying degrees. Two ask for 
no papers in any situation in which the 
Code applies. Five ask for no papers 
when the fiduciary named on the face of 
the certificate endorses, and obtain evi- 
dence of appointment only in other situa- 
tions. I say evidence of appointment be- 
cause seven of us are willing to take 
certifications of appointment or in- 
cumbency from banks and members of 
either the Boston or New York Stock 
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Exchanges. Such a certification would 
indicate the state of probate, if any, and 
cover present incumbency. Only the 
latter would be needed for living trusts. 

There are some exceptions. Until the 
situation involving multiple incorpora- 
tion is clarified, we are not applying 
the code provisions to railroad com- 
panies. Neither are the provisions being 
applied to equitable interests in real 
estate although they are traded like 
registered bonds. 

Because of the importance of the 
guaranty of signature, we reviewed our 
files. A few firms were subjected to a 
credit survey. In spite of this, only one 
broker had to be told that his guaranty 
would no longer be accepted. 


Our transition has been gradual. Not 
many endorsements are dated. Further- 
more, brokers, with few exceptions, con- 
tinued to present papers. Wills and trust 
instruments are returned without exam- 
ination whenever possible. When re- 
turned, a note is atached saying that the 
instrument, not being needed because of 
the code provisions, has not been ex- 
amined. 

A few brokers stated at the counter 
that their transfer was being presented 
under the code rules without papers. If 
the stock was in the name of a decedent 
we indicated willingness to consider it if 
they would certify in writing, over an 
authorized signature, that the presenta- 
tion was under the Code and as to the 
last place of domicile. The transfer 
would then be evaluated by an officer. 


Papers are being examined generally 
for attorney-in-fact and corporate trans- 
fers. These are not usually publicly 
recorded and the broker should obtain 
them anyway. After we review our ex- 
periences, corporate transfers will prob- 
ably be included in code transfers with- 
out papers. It is also hoped that a way 
will be found to quickly identify Boston 
signatures of brokers having out-of-state 
offices. Some are incorporating the word 
“Boston” in their guaranty stamps. 

We are moving forward with con- 
fidence in our Code and gaining con- 
fidence in ourselves, happy in the clarifi- 
cation of the coverage of a guaranty of 
signature, of our position in dealing 
with adverse claims, of our exoneration 
from liability in dealing with unauthor- 
ized fiduciary and other transfers and 
that the effectiveness of the endorsement 
will be tested as of the time the signing 
was made. We are proud that our Legis- 
lature gave us the first chance to pioneer 
the 1957 code version in a jurisdiction 
which has fathered so many widely 
recognized trust principles. 


ABSTRACTS 
(Continued from page 130) 


vitamin products, anti-histamines and 
polio vaccine. The last product produced 
more tonnage than in 1957 but 40°: less 
revenue. Net profits for 1958 will be sub. 
stantially the same as the $1.89 for 1957 
although sales increased $10 million. 

Sales through drug stores are 75% 
prescription items and 25% dressings 
and other non-prescription items. 

Parke Davis has 619 products in 123] 
package sizes compared with 6000 prod. 
ucts fifteen years ago. The present prod. 
uct line breaks down into 155 specialties 
in 350 packages; other pharmaceuticals, 
340 in 636 packages; surgical dressings, 
124 in 240 packages. 

Research expenditures in 1959 will 
approximate $9 million vs. $8 million in 
1958 and $42 million in the past seven 
years. $7.5 million has been appro- 
priated for a new research building at 
Ann Arbor. 

Among new drugs are cold vaccines 
against seven most common of seventy 
virus strains and a measles 
which is under clinical study. 

Foreign sales are expected to grow 
more rapidly than domestic in 1959 with 
an overall increase of 10% forecast. In 
1957 about one-third of the company’s 
sales were overseas. 

New York Society, Jan. 19 


vaccine 


THE WHITE MOTOR CO. 
Rosert F. Biack, chairman 


In the past 20 years inter-city truck 
transportation has doubled its share of 
the nation’s freight movement and an in- 
crease of 30% is expected over the next 
5 years. 

During the past 10 years sales have 
paralleled the growth of truck transpor- 
tation increasing from $77 million to 
1958 estimate of $270 million. 


Heavy duty truck equipment, in which 
White specializes, accounted for 12% of 
new trucks registered in 1958 compared 
to 4% in 1949. In the “26,001 pound 
and over” gross weight classification 
White was second to International Har 
vester with 26% of the total, more thar 
the combined total of Ford, GM and 
Chrysler. 

Earnings for 1958 are expected to be 
around $6.90 a share compared wit! 
$6.66 in 1957. Working capital of $9 
million was a new high, up 17% 

Present indications are for an increast 
in inter-city trucking of freight of 14% 
in 1959 which is expected to creaie sub 
stantial demand for new equipme'tt. 


New York Society, Jan. 26 
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SAVINGS PLANS 
(Continued from page 93) 


of savings over the years for old age 
security rather than stock ownership as 
such. 

At the time distribution is made un- 
der either plan, the securities together 
with any uninvested cash are delivered 
0 the participant or his beneficiary. 
Some plans provide, where feasible, that 
ihe value of the company’s securities 
or government bonds at date of dis- 
tribution may be paid in cash rather 
than in kind, if so requested by the 
participant. In the case of investments 
in a balanced fund, distributions are 
made in cash only. 
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Assignment of Interest and 
Voting Rights 


The majority of plans prohibit the 
participant from transferring, pledging 
wr assigning any part of his account. 
Qne plan provides that the employee 
may borrow on employer stock in his 
account but restricts him to borrowing 
oly from the trustee bank. Further, re- 
triction is made with respect to pledg- 
ing such shares only to the extent they 
are vested. Under no circumstance is he 
permitted to pledge U. S. Savings Bonds 
as collateral to the loan. Obviously, the 
task of policing such accounts, when the 
participant’s interest may be pledged 
for borrowing purposes, presents many 
problems and most plans specifically 
include a non-assignability clause. Fur- 
her, the right to borrow defeats, to 
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STATES 


some extent, the purpose for which the 
plan was designed. 

Most plans have provisions that per- 
mit the participant to designate a 
beneficiary of his savings in event of 
death. Certain plans permit selection of 
a primary and secondary beneficiary. 
Provision is usually made that in event 
the trustee shall be in doubt as to the 
ight of any beneficiary, the trustee may 
make the distribution to the deceased 
participant’s estate. 

A number of plans provide that shares 
of the company stock held in the ac- 


count of the participant shall not be 
voted, while others permit the partici- 
pant t vote shares to the extent vested 
by insiructing the trustee as to the 
Manne: of voting such shares. As a rule, 
full shares only are voted. This pro- 
cedure is adopted where shares are held 
i the ‘rust in the name of the trustee 
its ominee and not in the names of 
particiants. Certain plans permit the 
trustee ~ 


' to vote the shares in their sole 
discre: ‘on. 
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Administration Practices 


Under most plans the administration 
of the plan is conducted by a committee 
or board of administrators appointed by 
the directors of the company. As a gen- 
eral rule, the company maintains the 
records of the participants’ savings in 
its payroll or personnel departments or 
both. In a few plans, the trustee main- 
tains the records. To some extent this 
may involve a duplication of effort and 
cost since the initial reporting of neces- 
sity is made by the company. 

Usually the company pays over to the 
trustee, weekly, semi-monthly or month- 
ly, the amounts covering employee and 
company contributions, accompanied by 
instructions as to the amounts to be 
invested in bonds, stock or balanced 
fund investments. The trustee holds the 
securities in trust and advises the com- 
pany monthly as to details of all pur- 
chases, 

In some cases, no purchase of com- 
pany stock is made until sufficient funds 
are accumulated in the individual em- 
ployee account to cover the cost of one 
or more full shares. The most equitable 
and favorable system, adopted by several 
plans, is the allocation of shares pur- 
chased to every dollar of monthly con- 
tributions made by the employee and 
company, by allocating both full and 
fractional shares. Under this method, 
the company determines the average 
cost of the shares purchased by the trus- 
tee for each month, develops a factor 
for each dollar of contribution and ap- 
plies it to amounts of both employees 
and employer contributions. As an ex- 
ample, assume the participant has 
$25.00 deducted for investment in stock 
each month and that the stock was pur- 
chased for a given month at an average 
cost of $62.539 per share. The alloca- 
tion factor per $1.00 contributed credits 
the participant’s account with .3997 
shares. Cash dividends received by the 
trustee on stock held are credited to 
the participant accounts and used to 
purchase additional shares. Similarly, 
an allocation factor of dividend shares 
is developed and applied to total of cash 
dividends credited to the employee ac- 
counts. 


For tax purposes, it is important that 
the participant’s account record reflect 
the cash applicable to employee savings 
and earnings as well as the securities 
purchased with each. Company contribu- 
tions, earnings and purchases made are 
also recorded in a like manner. Under 
this system of allocation, each dollar 
contributed or allotted during a given 
month is fully invested with the net re- 


sult of attaining maximum 
over the period of time. 


earnings 


Tax Status of Distributions 


As a result of the complexity of in- 
come tax laws and variances in plans, 
it is difficult to generalize concerning 
how the participant is taxed when he 
receives a distribution of securities 
and/or cash. | 

As a general rule, where a distribu- 
tion is made to a participant while still 
employed with the company, the tax- 
able portion is taxed at ordinary income 
rates; if a lump sum distribution is 
made within one taxable year of the 
distributee by reason of termination of 
employment, that part subject to tax is 
taxed at capital gains rates. In certain 
cases, when securities of the employer 
corporation are distributed to a partici- 
pant, he is not taxed on the net unreal- 
ized appreciation until he sells. 

It is clear that the tax features of the 
terminal-distribution plan encourage 
retention of savings until retirement. 


Future Development 


Although plans of this type have been 
particularly predominant in the petro- 
leum industry, during the last few years 
automotive and other companies have 
adopted such plans for salaried em- 
ployees. General Electric recently offered 
a Savings and Security Program to all 
of its employees, both salaried and 
hourly workers. 

Where securities of the employer com- 
pany are available under plans of this 
type, they are generally confined to 
situations where the company’s securi- 
ties are listed for trading on a recog- 
nized stock exchange. 

Employee participation in such plans 
has been very high. A median of approx- 
imately 86° of those eligible among 
various plans currently in effect have 
enrolled, thus proving their popularity 
and potential growth. 

The fact that plans of this type have 
been so well received by those eligible 
to participate is indicative of their 
merits. The economic security is diffi- 
cult to match. The tax advantages, cou- 
pled with an automatic and somewhat 
painless method of building savings, 
provide opportunities that would not be 
available to the employee under an in- 
vestment program of his own. 

Since these are deferred-compensa- 
tion plans, approval must be obtained 
from the Internal Revenue Service and 
certain other governmental agencies. De- 
pendent on certain conditions, registra- 
tion of such plans with the Securities 
and Exchange Commission may be re- 
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quired, especially if the employee funds 
are invested in the employer’s stock. 
Counsel for the company should deter- 
mine if approval of stockholders is re- 
quired prior to adoption. 

A pronounced increase in the estab- 
lishment of savings and investment plans 
is developing to the point where they 
are not confined only to the larger com- 
panies, and it is expected that they will 
become an important area of fringe 
benefits. 

& A A 


State Trust Assets $22 Billion 


Assets under administration by per- 
sonal trust departments of state char- 
tered banks and trust companies, in the 
29 states for which figures are obtain- 
able, totalled $22,654,940,500 as of var- 
ious reporting dates between Dec. 31, 
1957 and June 30, 1958. Nearly $7 bil- 
lion of corporate and escrow accounts 
separately listed in these state reports 
are not included. 

Some states provide a breakdown of 
assets by type. These, representing more 
than $8 billion of the total, show ap- 
proximately $3.9 billion in bonds, $3.5 
billion in stocks, $245 million in real 
estate, $172 million in mortgages, and 
$493 million in cash and other invest- 
ments. 

States that provided a breakdown by 
type of account represent over $11 bil- 
lion of personal trust assets. Some $5 
billion in personal trusts, $2.8 billion in 
agencies and $2.1 billion in court trusts 
formed the bulk of this amount. 


The totals follow: 





Arizona . $ 10,389,705 
California 2,978,251,096 
Colorado 107,076,304 
Connecticut 1,200,834,200 
District of Columbia 397,327,101 
Florida 125,511,721 
Idaho 650,000 
Illinois 2,027,077,968 
Indiana 192,590,529 
Kansas . 4,810,560 
Maine = 75,088,803 
Massachusetts - 6,292,549,000 
Michigan 1,068,220,036 
Minnesota ___. 324,525,766 
Montana 17,926,772 
Nevada _ ii 6,784,470 
New Hampshire - 26,228,428 
Ohio - 1,803,908,819 
Oregon “ 21,701,330 
Pennsylvania - _... 4,892,600,000 
Rhode isiand —._.__. 591,542,117 
South Carolina 13,000,000 
South Dakota __.. 2,210,444 
po Sipe Oe 48,406,690 
Lc See eee 172,866,973 
\ 39,883,483 
Washington 71,521,837 
West Virginia _______. 140,749,907 
wwe 706,441 
URGES Aa se bese $22,654,940,500 
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New York to Seek Full Prudent 
Man Rule 


The Trust Investment Committee of 
the Trust Division, New York State 
Bankers Association, has made an ex- 
haustive study of trust investments and 
is now having a bill prepared for im- 
mediate introduction in the legislature 
that will permit the full Prudent Man 
Rule, John G. White, chairman of the 
Trust Division and vice president and 
trust officer, Security Trust Co., Roches- 
ter, reported to the mid-winter meeting 
of the Association last month. This 
Amendment to Subdivision 1, Section 21 
of the New York Personal Property Law 
would result in further benefits to bene- 
ficiaries and remaindermen of legal 
trusts, 

The Bank Fiduciary Fund has reached 
a market value of $7,000,000 with 48 
participating banks. At a recent ap- 
praisal date the asset value was $109.59 
per share and the yield, based on cur- 
rent market value, was about 3.65%. 
The Trust Division of the American 
Bankers Association has developed a 
model statute and Massachusetts, Ohio 
and Illinois are now seeking permissive 
legislation. Connecticut has already start- 
ed a similar fund (T&E, Nov. 1958, p. 
1056). 


The Trust New Business School, which 
has had more than 150 men and women 
attending over the first five sessions, will 
conduct its 1959 program in Vanderbilt 
Hall, New York University, the week of 
June 8. A new committee is working on 
the project of a trust Administrative 
Training School to start, if possible, in 
September. 

Active support for the amendment of 
the law against perpetuities in New 
York State was provided by the Trust 
and Estate Law Committee which is cur- 
rently supporting another legislative 
change sponsored by the Bar Associa- 
tion of New York City. This proposed 
change would permit New York trustees 
to accumulate income beyond age 21, 
which is the present limit. 


Recently certain insurance groups 
have proposed an amendment to the New 
York State Insurance Law to expand the 
definition of “annuities” to permit life 
insurance companies to administer trus- 
teed pension plans. Mark Peet, chairman 
of the NYSBA Legislative Committee, 
and Robert A. Jones, immediate past 
president of the Corporate Fiduciaries 
Association of the City of New York, 
presented vigorous opposition at a re- 
cent public hearing. Every attempt will 
be made to halt this unfavorable develop. 
ment, Mr. White said. 


Pennsylvania Trust School 
Set for June 21-26 
The 1959 Trust Training School of 


the Pennsylvania Bankers Association 
will be held June 21-26, on the campus 
of Bucknell University, Lewisburg. It is 
the third annual week-long school offered 
by the PBA Trust Division. 

The 1959 School will cover taxation 
(11%% days) and trust development (31, 
days). In 1957 the School covered trust 
operations, and in 1958 the School pro. 
gram covered trust administration and 
investments. A new devlopment is the 
elimination of Saturday classes and of 
the half-holiday on Wednesday. 

Co-Directors of the School are Sam. 
uel M. Linduff, trust officer, Mellon Na. 
tional Bank & Trust Co., Washington 
Offices, and James P. Nunemaker, trust 
officer, United States National Bank, 
Johnstown. The faculty will include: 
Wesley H. Quigley, assistant vice presi- 
dent, Fidelity-Philadelphia Trust Co.; 
John E. Williams, vice president Provi- 
dent, Tradesmens Bank & Trust Co.; 
George W. Hornsby, vice president, Gir- 
ard Trust Corn Exchange Bank; H. 
Woodward McDowell, vice president and 
trust officer, Central-Penn National 
Bank, all of Philadelphia; and Edward 
Winters, trust officer, Peoples First Na- 
tional Bank & Trust Co., Pittsburgh. Ad- 
dresses will be given by PBA Trust 
Division chairman John L. Propst, vice 
president, Mellon National Bank & 
Trust Co., Pittsburgh, and Trust Divi- 
sion vice chairman John W. Woerner. 
vice president, Girard Trust Corn Ex 
change Bank, Philadelphia. 





Chemical Corn Exchange Bank’s new braneh 
in the heart of New York’s Chinatown # 
Canal & Mott Streets. The office which 
Chemical has maintained since 1919, 
Chatham Square is being transferred to the 
new location. In keeping with Chinese ¢U® 
tom, the office has been given the orient 
name of “Mei Hwa Yin Hong” which sy™ 
bolizes “ “Beautifully Bright.” Dr. Hu Shih. 
famous Chinese _ scholar, designed the 
Chinese lettering of this name which ap 
pears on the interior wall and windows. 


TRI 


able 
dete: 

| 
up < 
typic 
varit 
base: 


fF mygQ wd 


pear: 
ience 





of W 
all a 
dete 
furtl 
tivity 
porti 
volve 
and 


othe: 


“7 
for t 
custe 
facte 
ing 
nal x 
nece: 
gets, 
than 
sell ¢ 











TRUSTS AND | STATE 


pare 
this 
eral 
ager 
the 
oper 
temp 
to es 
sider 
place 
supe 
pres 
colle 
ity g 
gets 
prac 
| 
shou 
tem 
the ¢ 
Le., 
valu 
This 
ing | 
adva 
the C 


FEBR 


1 


| of 
tion 
\pus 
it is 
pred 


tion 
3%, 
Tust 
pro- 
and 
the 
d of 


Sam- 


Na- 





gton 
trust 
sank, 
ude: 
resi- 


t and 
ional 
ward 
t Na- 
. Ad- 
Trust 
, vice 
ik & 
Divi- 
>rner. 


1 Ex 











branch 
own al 
which 
19, on 
to the 
ase cur 
yriental 
‘+h sym 
‘u Shih. 
J the 
ich ap 
indows. 


sTATES 





TRUST OPERATIONS 
(Continued from page 103) 


able and consequently we are able to 
determine the net operating earnings. 

“In reviewing prior attempts to set 
up a unit cost accounting system the 
typical approach has been to separate the 
various costs of operating trust accounts 
based on such activities as: 


Cost of processing a buy or sell. 
Cost of processing a dividend or 
bond coupon. 

Cost of making a disbursement. 
Cost of opening an account. 
Cost of closing an account. 


MoO wp 


“Theoretically, the activity basis ap- 
pears to have merit. However, exper- 
ience has indicated that the vast amount 
of work entailed to properly account for 
all activities has made the expense of 
determining these costs prohibitive. A 
further complicating factor in the ac- 
tivity approach is that . . . the major 
portion of such activities costs are in- 
volved with the operations group... 
and gives no consideration to all the 
other costs involved. . . . 


Practical Advantages 


“There are, of course, other reasons 
for using the three basic points which a 
customer is buying as the determining 
factors in designing a unit cost account- 
ing system. When the problem of inter- 
nal management is considered it becomes 
necessary to have cost controls and bud- 
gets, etc., based on responsibility rather 
than activity. If, using again the buy or 
sell activity as an example, it is quite ap- 
parent that if costs are controlled on 
this basis that such costs cut across sev- 
eral lines of responsibility, i.e., the man- 
ager of the security research department, 
the securities trading department, the 
operating section and the vault. To at- 
tempt to control costs on this basis or 
to establish budgets would lead to con- 
‘iderable confusion and inability to 
place the responsibility on any one 
supervisor. However, when the system 
presented in this study is used costs are 
collected along the lines of responsibil- 
ity and consequently controls and bud- 
gets are easily designed and carried into 
Practical usage. 

“In addition to these advantages it 
should also be pointed out that the sys- 
lem as outlined uses as much as possible 
the data that is currently being prepared, 
le, current market values, carrying 
Values. and costs on a departmental level. 
This, of course, cuts the cost of operat- 
ing the accounting system. One further 
advantage should be recognized in that 
the caiculations of these factored values 
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are usually adapted to the tabulating 
equipment, in fact, a major portion of 
the detailed work can be completed by 
the tabulating department. 


New Account Estimates 


“An additional very important use 
which can be made of this system is de- 
termining anticipated costs of new ac- 
counts. At the time an account is about 
to be accepted a fairly close estimate 
is known as to the size of the account. 
Investment policies of a particular de- 
partment will also give close estimates 
as to the mix of the assets generally 
used and, of course, the type is usually 
known. With this information a compu- 
tation can be made to determine reason- 
ably accurate costs based on the exper- 
ience of the past cost study. Contrast 
this to the activity approach in which 
it would be extremely difficult to esti- 
mate the various kinds of activity as 
well as the number of units involved. 


“If upon analysis it is determined that 
a particular account is operated at a loss, 
this system will provide some very real 
tools for the administrative officer in in- 
creasing the fees where warranted. As 
noted earlier we have used the point 
of view of the customer in determining 
our costs. It has also been my impres- 
sion that if I were a customer and 
an administrative officer were discuss- 
ing fees with me and were to say that it 
costs X number of dollars to process a 
buy or sell or any other unit of activity, 
my immediate reaction would be that 
I was paying only for clerical services, 
many of which the trust department it- 
self determined. I believe that it would 
be of considerable more interest to know 
that I was paying for professional man- 
agement, the cost of which could be 
definitely determined by the procedure 
outlined in this thesis. In other words, 
the trust department should be selling it- 
self as a professional group rather than 
selling itself as clerical group.” 


TRUST EXAMINATION 


The Function of the Trust Examiner: 
thesis submitted by Kendall S. Wynstra, 
Assistant National Bank Examiner, Seat- 
tle, Wash., at the Pacific Coast Banking 
School, August 1958. 

This is a comprehensive and readable 
analysis of the purposes, functions and 
procedures of trust department examina- 
tions by the office of the Comptroller of 
the Currency. The same principles would 
apply to Federal Reserve trust examina- 
tions and presumably to those of well 
organized state supervisory authorities. 
For any trust executives who are not 
clear as to what the examiners are trying 








President Howard C. Petersen of Fidelity- 
Philadelphia Trust Co. and Stewart M. 
Walker, senior vice president, examine a 
“brain frame” held by RCA president John 
L. Burns. The bank has formed a data 
processing division and leased the RCA 501 
computer as the beginning of a long range 
program for automation . .. The first ap- 
plication of the computer will be demand 
deposit accounting, but it is expected that all 
trust accounting ultimately will be done in 
this manner, possibly beginning next year 
with remittance and tax accounting. Present 
trust accounting is fully mechanized on 
punch card machines and is considered by 
the bank to be its best mechanized appli- 
cation. 


to find,—or, better yet, hoping not to 
find, — or how they go about their task, 
Mr. Wynstra’s thesis should answer most 
questions. 
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U. S. Trust Co.’s Watertight 
Vault Passes Test 


A grueling water test recently com- 
pleted 32 feet below Wall Street proved 
that the new Diebold vault built for 
New York’s United States Trust Co. is 
completely watertight. The test created 
1,640 pounds of water pressure per 
square foot. Pumps poured 85,000 gal- 
lons of water into a “cat-walk” area 
between the electrically welded steel plate 
of the inner vault and the 30 inch re- 
inforced concrete wall of the outer vault. 
The pressure was held for 8 hours, and 
not one drop leaked inside. 

The massive vault doors, 3414 inches 
thick and weighing respectively 25 and 
12 tons, were exposed to the same pres- 
sure conditions before shipment. 

United States Trust Co. will begin 
using the vault in the middle of 1959, 
when it returns to 45 Wall Street into 
its new 27-story building. Vault shelv- 
ing that would run more than 3 times 
the length of Wall Street will be installed 
to house the six billion dollars in securi- 
ties managed by the Trust Company for 
its customers. 


151 








ESTATE PLANNING COUNCIL ACTIVITIES 


The first annual Estate Planners’ Day 
to be sponsored by the Central Arizona 
Estate Planing Council was held on Jan- 
uary 17 with a team of Los Angeles and 
San Francisco Bay specialists featured 
as speakers. “Business Life Insurance” 
was discussed by Richard H. Foster, Los 
Angeles attorney. Two sessions, totaling 
three hours, were devoted to a case 
study of “The Estate Plan of Dr. Smith.” 
The panelists for this analysis, all mem- 
bers of the East Bay council and prac- 
ticing in Oakland, were: Robert H. 
Walker and David K. Gilmore, attor- 
neys; Louise A. Sallmann, C.P.A.; Glen- 
don Wardhaugh, trust officer; Ben Sil- 
ver and Richard W. Johnson, both life 
underwriters and CLU’s. 

Reg Manning, Pulitzer prize winning 
political cartoonist, spoke at the lunch- 
eon, and the day concluded with an hour 
long question and answer period. 

Southern Arizona — On January 19 
Thomas B. Hargis, Jr., Tucson attorney, 
spoke on “Tax Problems of Service 
Partnerships.” 

Connecticut — On January 21 Dar- 
rell D. Eichhoff, executive assistant to 
Metropolitan Life Insurance Co.’s direc- 
tor of the field training division, spoke 
on “The Importance of Making Use of 
the Trust Officer as a Part of the Team.” 

New Haven — On January 19 Newton 
Schenck, attorney and former council 
president, moderated an open forum for 
discussion of these topics: Support 
Trusts, Split Dollar & Group Insurance, 
Corporate Gifts to Widows, Bank Loan 
& Minimum Deposit Plans, Sales of Ma- 
turing Endowments for Capital Gain, 
Charitable Gift Tax Developments, Gift 
Tax Problems in Trusts and Deferred 
Compensation Plan. 

East Coast (Fla.) — On January 22 
David S. Yoakley, Florida attorney, 
spoke on “Practical Aspects of Wills and 
Probate Administration.” 

Northeast Florida — On January 19 
Walter C. Frank, Oakland, Calif., C.P.A.. 
and vice president of the Estate Council 
of East Bay, was the speaker. 

Southeast Florida — On January 27 
Marion C. McCune, M.A.I., of Miami, 
spoke on “Overcoming Problems of Pre- 
paring Appraisals for Estates.” Officers 
for the current season are: Pres.— 
Charles Kniskern, Jr., attorney; 1st Vice 
Pres.—Willard R. Brown, vice president 
and senior trust officer, First National 
Bank & Trust Co., Miami; 2nd Vice 
Pres.—Thomas B. McGlinn, C.L.U., of 
Mutual Benefit Life Insurance Co.; Sec. 
—Beth M. Thompson, C.P.A.; Treas.— 
H. P. Forrest, attorney. 
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Hawaii — Officers elected at the Jan- 
uary 30 annual meeting are: Pres.— 
Ralph T. Yamaguchi, attorney; Vice 
Pres.—Richard H. Rice, vice president 
and secretary, Cooke Trust Co.; Treas. 
—Jack Banks, assistant vice president, 
Hawaiian Trust Co.; Sec.—Shigeru 
Ohye, insurance. 

Des Moines—At a combined meeting 
with the Estate Planners Forum on Jan- 
uary 14 John W. Heddens, trust officer 
of Continental Illinois National Bank & 
Trust Co., Chicago, spoke on “Uses of 
Trusts in Estate Planning.” 

Louisville — On January 29 Rucker 
Todd spoke on “Stock Redemption — 
Ownership Attribution Pitfalls.” 

Boston — On January 5 Anatole A. 
Haemerle, New England regional super- 
visor, group annuities division, Aetna 
Life Insurance Co., spoke on “Funding 
a Sound Pension Plan.” 

Flint — On January 22 Allen Mayer- 
son, Professor of Actuarial Mathematics 
and Insurance, University of Michigan, 
spoke on “Trends in Employee Fringe 
Benefit Plans” and on setting aside funds 
for pensions by the self-employed under 
the Jenkins-Keogh bill pending in Con- 
gress. 

Southern Jersey — Eight attorneys, 
five CPA’s, four trust officers and 30 life 
underwriters form the present member- 
ship of this council, which started last 
May. Membership is drawn from Cum- 
berland, Salem and Atlantic counties. 
Officers for the current season are: Pres. 
—C. Bryant Newcomb, district manager, 
Prudential Insurance Co.; Vice Pres.— 
Howard Hensel, district manager, Equit- 
able Life Insurance Co.; Sec.—Anthony 
Sungenis, assistant manager, Metropoli- 
tan Life Insurance Co.; Treas.—Park 
Spence, Prudential staff manager. 

Eastern New York — On January 13 
John Ross Haas, vice president and di- 
rector of the Economic Consulting Divi- 
sion of Lionel D. Edie & Co., spoke on 
“Present Economic Conditions and a 
Look Into the Economic Picture for 
1959.” 

Rochester, N. Y. — On January 20 
Bert Van Horn, a past president of the 
council, special agent for New England 
Mutual Life Insurance Co., and a part- 
ner of Van Horn, Rudman, Miller, Mc- 
Hugh & Beck, spoke on “The No Man’s 
Land in Estate Planning.” 

Charlotte — On January 26 William 
H. Westphal, Greensboro C.P.A., spoke 
on “1958 Tax Change Affecting Close 
Corporations.” 

Dayton — On January 28 Paul G. 
Rohlfing, C.P.A., spoke on “Analyzing 


a Financial Statement, Whether P- oft 
and Loss or Balance Sheet.” 

Philadelphia — On January 29 Jo-eph 
W. Price III, attorney, spoke on 
“Earned Income Which Is Paid 
Death.” 


Pittsburgh — On January 12 the pro. 
gram was presented by an estate plan. 
ning panel consisting of: J. Judson 
Brooks, vice president in charge of es- 
tate planning, Peoples First National 
Bank & Trust Co.; J. Donald Cook. at. 


fter 


torney; and J. D. Kelleher, C.L.U,, 
branch manager, Sun Life Assurance 
Co. of Canada. 

Rhode Island — On January 12 


Charles B. McCaffrey spoke on “Trusts 
and Life Insurance in Estate Planning.” 
Mr. McCaffrey is a lecturer in advanced 
underwriting in the graduate division 
of the Wharton School of the University 
of Pennsylvania and a special consultant 
for the Provident Mutual Life Insurance 
Co. of Philadelphia. 

Corpus Christi — On January 15 
Harry Gateley, Jr., of Southwestern Life 
Insurance Co. spoke on “Tax Planning 
with Life Insurance under the 1954 
Code” (including later changes). 

Fort Worth — On January 20 John 
M. Zuber, vice president and trust off- 
cer of Republic National Bank of Dallas, 
discussed “Selling Employee Retirement 
Plans.” 

Milwaukee—On January 19 the team 
approach to estate planning was dis- 
cussed by a panel of three: M. Nicholas 
Fox, of First Wisconsin Trust Co.; Wil- 
liam J. Kinnally of Northwestern Mutual 
Life Insurance Co.; and T. L, Tolan, Jr.. 
attorney. New officers elected at the 
meeting are: Pres.—William H. Pryor. 
special agent for Connecticut Mutual 
Life Insurance Co.; Vice Pres.—A. Jack 
Nussbaum, special agent for Massachu- 
setts Mutual Life Insurance Co.:; Sec- 
Treas.—A. W. Anderson, assistant vice 
president and assistant trust officer of 


Marshall & Ilsley Bank. 


Toronto — On January 6 Mrs. Gwyn- 
eth McGregor, editor, Canadian Tax 
Journal, spoke on “Changes in |ncome 


Tax Law, 1958.” 


A A A 


@ Estate planning problems relating t? 
closely held corporations were discussed 
by tax attorney Kenneth W. Bergen at 


the February meeting of the Corporate 
Fiduciaries Association of Boston. Mr. 
Bergen, who is a partner of Bingham, 
Dana & Gould, has been active on many 
committees including the Mills A«visory 
Committee on Subchapter J, revis 0ns of 
which have just been introduced 
Trusts AND | sTATES 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


“\Ve can save you money and over- 
time in the management of your pension 
fund.” advises an ad from First National 
Bank, Chicago. The “overtime” feature 
is emphasized by a photo of a business- 
man leaving his office building so late 
that the night janitor is mopping down 
the main floor where all the elevator 
doors are closed. The text points out 
that keeping track of investments is the 
main problem. The bank not only is set 
up for that work, but also has access to 
the kind of information which can be 
beneficial to the fund’s earnings and thus 
reduce company costs. 


“Who will bell the cat?” inquires an 
ad from First National Bank, Akron. 
The purpose of the question here is to 
remind the reader that no matter how 
perfect his will may be, it won’t fulfill 
his wishes unless he appoints a qualified 
executor. “Your executor must know the 
pitfalls incident to settling an estate. He 
must know how to deal with your cred- 
itors, with tax authorities and with your 
family. He must be responsible for doing 
an efficient, economical job in spite of 
his own pressing interests, his health, 
or other considerations.” 


“What can the Harris Bank do for 
professional men?” asks an ad from 
Harris Trust & Savings Bank, Chicago. 
The text addresses itself to “you doctors 
and lawyers and architects and engi- 
neers” emphasizing the bank’s “distinct 
character and personality” (it is no more 
true that a bank is a bank than a doctor 
isa doctor, etc. ) 
garding “an investment program to be 
set up. an estate to be planned,” or other 
financial needs. The reader is told he 
will find not only “sound advice and 
seasoned judgment” but also “that cer- 
lain extra something that will tell you 
at once you're in capable hands . . . the 
same ‘eeling of reassurance your patients 


. It offers assistance re- 


or clients feel because they come to 
you.” At this point Hubert, the Harris 
Lion, who in this ad “makes an outright 
bid for business from nonbusiness peo- 


ple.” observes that he “ 


hopes dentists, 
chemists. 


teachers and other profession- 


al men don’t feel slighted. We are im- 


partia'ly partial to all professional peo- 
ple.” 

“Sivinking dollars, high taxes point 
up th- need for more life insurance” 
state. 


in ad from First National Bank, 
'gham, Ala. Picturing a 1939 100- 
lollar shrinking by stages io a 

dollar, the ad reminds the 
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reader that life insurance coverage that 
was adequate some years ago may re- 
quire the purchase of more coverage 
today to obtain the same benefits in 
terms of living. Estate analysis is of- 
fered to help the reader determine how 
much additional insurance ought to be 
purchased. 





Shrinking Dollars 
High Taxes 
Point Up the Need for 
MORE 


at 
\ Lite [nsurance 

















| ‘The "FURS ue ae 
: ete Ose poate. 72. 








od in Bessemer, Insley, Fairfield, Homewood, Leeds, | 
North Birmingham, Resbuck, Southside, Terrent, Trussville, Wert ind, Woodlawn, Wylem 





Booklets and Folders 


A series of leaflets, prepared within 
the bank under the direction of an at- 
torney recently added to the staff, are 
helping to sell trust department services 
at Citizens First National Bank, Tyler, 
Texas. They explain the costs and ad- 
vantages of these services and the need 
for a ‘will drawn by an attorney. 


A blue and white folder highlighting 
the banking services that women will 
find useful is furnished to the ladies of 
the area by First National Bank, Min- 
neapolis. Trust services are included, 
and the ladies are invited to consult with 
the bank’s women’s representative for 
personal assistance on any bank service. 


A new edition of its “Tax Teller,” re- 
vised to January 1, 1959, has been is- 
sued by Montreal Trust Co. A card en- 
closure discusses the problems created 
by death for the family of the decedent 
and the advantages of estate planning. 

A questionnaire sent to 400 FPRA 
members prior to last fall’s convention 
showed that 66 out of 380 respondents 
used direct mail for trust promotion and 
another 102 said they used it for “ 


any 


and all services.” The number of the 
380 respondents whose banks operated 
trust departments is not known. Results 
of the questionnaire are reported at 
length in the January FPRA Bulletin by 
E. A. Karandjeff, president, Granite 
City (Ill.) Trust & Savings Bank, and 
John B. Mack, president, John B. Mack, 
Inc., Freeport, N. Y. They say: “Quite 
certainly the next few years will see 
rapid growth in the direct mail medium, 
better methods in its use, research as to 
effective techniques, and as a result of 
all these, greater productivity.” 


Forums 


Five public forums on Thursday even- 
ings currently sponsored by the New 
York State Bankers Association are dis- 
cussing the family budget and how to 
keep it balanced. This is an outgrowth 
of the state-wide women’s committee 
program launched last September which 
has already produced more than thirty 
lectures to women’s clubs and radio and 
TV audiences. This program includes the 
subject of “Trust Services” and the im- 
portance of making a will. 


The second “Fashions in Finance” 
forum sponsored by Continental Illinois 
National Bank & Trust Co., Chicago, 
was held on February 10 for some 350 
invited guests. Nine officers of the bank 
presented “current fashions” in both 
trust and commercial banking that would 
be of interest to the ladies. 


A successful women’s finance forum 
sponsored recently by Fourth National 
Bank, Wichita, will be followed by a 
series of round table discussions for 
wives and husbands under the dual 
leadership of a trust officer and an at- 
torney. Opportunity will be given to dis- 
cuss specific problems not covered suffi- 
ciently in the forum sessions. 

A two-evening investment forum for 
women was sponsored by First National 
Bank, Anchorage, Alaska, in coopera- 
tion with the Association of University 
Women. Talks by a well-known invest- 
ment counselor were supplemented by a 
film on stock purchasing and a question 
and answer period. 

Two series of women’s meetings and 
luncheons, conducted by the trust de- 
partment, were completed by First Na- 
tional Bank, Chicago, in 1957 and 1958. 
They were planned to meet the needs of 
suburbanites, resulted in a total atten- 
dance of 3,401 women and desirable 
pieces of business, both banking and 
trust, as well as additions to the mailing 
list. Details of this program are given 
by vice president Rollin B. Mansfield in 
the December FPRA Bulletin. 
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ALICE IN BANKADLAND 
or: A Slight Case of Hassenpfeffer 


“Are banks so very unfriendly?” 
Alice asked. 

“Now what ever gave you that 
idea?” the March Hare answered, 
“Why, they bend backward to be nice 
to people; even to Hares. Why just 
the other day they offered me a per- 
sonal loan for a new fur coat.” 
“Well, you see it was this way,” said 

Alice, “I was reading some magazines at 
the hair-dresser’s (No, I did not say 
Hare-dresser’s, so don’t get so nervous). 
And I saw several bank advertisements. 
One of them said in letters SO big: 
YOUR FRIENDLY BANK. So I just 
supposed that was unusual and the 
others were pretty unfriendly.” 

“Not at all. Not at ALL.” Marchie 
was indignant. “It’s just that some- 
times the advertising fellows run out 
of ideas and fall back on some old 
cliche. Everybody knows that a good 
advertising man has a whole file full 
of cliches. Instead of telling some 
news that might be timely, or writ- 
ing up a human-interest incident or 
giving some financial information in 
ordinary English, he figures it is safer 
to use the old Formula.” 

“Old Formula, did you say? Is that 
something like those new Tranquilizers ? 
(Alice, remember, is a quite innocent 
girl, not at all modern or grown-up but 
very, very curious). 

“I suppose you might call it that, 
although I have a particular name for 
it. . . . No, I won’t; you blush so 
easily and you know I can’t endure 
blushing. I get kidded enough about 
my red nose, and my powder puff is at 
the other end where it’s awfully diff- 
cult to get at it.” 

“Then there was another ‘ad’ I saw,” 
persisted Alice. “It had a great big THE 


in front of the bank’s name, or maybe it 


was under the name, sort of like a nick- 
name: THE Bank of Hassenpfeffer, I 
think it read.” 

‘Alice, must you always be bring- 
ing up such unpleasant subjects. You 
know my family has always been 
allergic to .. . I even hate to say the 
word .. . to Hassenpfeffer.” 

“Oh I AM sorry. I forget sometimes. 
And you know I never have liked 
Hassenpf---- there I go again. I mean, 
why does a bank say it’s THE bank 
when there are other banks there too? 
I don’t think that’s very modest. And 
you remember, Mr. Hare, all the trouble 
I got into with that looking-glass, be- 
cause I used to stand in front of it and 
kind of primp up a bit until my daddy 
told me that was no way for a nice in- 
telligent little girl to act.” 

“Alice! Your tongue is showing. 
My, my, my, ... how you ramble on. 
And in the presence of your elder too. 
You may not know it (I do flatter 
myself I’ve kept my figure very well) 
but I AM in my late ‘teens. Well, 
maybe not THAT late, but I do notice 
the hedge-rows are getting a_ bit 
higher lately, and dogs run faster 
these days. . . .” 

“Aha! Look who’s rambling on now! 
And I really am serious. I rather like 
Banks. Especially since they took the 
glass out of the vice-presidents’ eyes and 
put it in the windows. And I like most 
of their ads, too. Some of them have pic- 
tures that make me want to read the 
story — I think they call it Text, on 
Madison Avenue. But then again. . .” 

“You were saying ...?” the March 
Hare encouraged. 

“Nothing very important, really. I 
was just kind of wondering why they 
go to so much trouble just to tell you 
that they have free parking space or are 
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so very anxious to give you Service? 
What do they mean by Service? You 
Hares get around and I’m sure you 
must know.” 

“Thank you, my dear. Yes. we 
Hares have always prided ourselves 
on Mobility. I might even say it has 
been our saving grace. But you ask me 
to define the undefinable. I’ve seen 
some bank ads too, like the one en- 
titled “Generations of Service.” It 
must be something quite important— 
like Heredity or Gross Natural Prod- 
uct or fixing a flat tubeless tire—but 
for the life of me I don’t rightly 
recollect an occasion when I got Sery- 
ice without getting a bill for it on the 
first of the month.” 

“But I thought everyone who wants 
to sell something has to give Service, 
sort of like the cabbage that goes with 
the Corned Beef?” Alice stopped a 
moment to brush the wrinkles out of her 
blue dimity dress before continuing: 
“Do you suppose I was wrong to take 
it for granted that ANY bank would try 
to be helpful, maybe even if they 
couldn’t make some money out of your 
problem?” 


“Alice! you must watch out or 
youll get to be a pessimist. And what 
kind of a world would this be with- 
out lovely little optimists like you? 
Of course you're not wrong. You're 
righter than rain on the desert, 
brighter than far-away stars. | know. 
We Hares haven’t had it so easy for 
the last million or so years, what with 
Lions and hunters and recently a 
plethora of hound-dogs. But we never 
lose faith.. And we give a good deal 
of Service too: we provide dogs a 
good run, the hunter a chance to test 
his skill, and that most important of 
all characters, the Consumer, the de- 
light of . . . oh, that horrible word 
again .. . Hassenpfeffer!” 

“I’m dreadfully sorry if I offended, 
Mr. Hare. And of course you're so right. 
After all, I guess I WAS one of the 
first people to travel in Outer Space — 
even before Lunick — and I kind of 
keep forgetting that being friendly ought 
to come naturally, and nobody should 
want to be THE, simply because it 
would be very lonely, (even if it were 
true — which it isn’t) and I think | 
understand a bit better what Service is: 
giving people a chance to enjoy what 
they’re entitled to.” 

“Alice, my dear, you're going to 
make someone a delightful wife. 
There are times when I wish I weren't 
just a Hare. And then there are other 
times when it has its advantages. 
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TRUST DEVELOPMENT PROGRAMS 


HE FOLLOWING TRUST BUSINESS DE- 
T’ elopment programs — some within 
the bank and some on the outside — 
were described by the respective trust 
institutions in response to inquiries 
made by Trusts AND Estates. They 
have been summarized and are _ pre- 
ented here as suggestive of steps that 
can be taken along some of the lines 
where new trust business is to be found. 

The “Operation Why” project of Bank 
of America, N.T. & S.A., created for 
staff education at the branch and de- 
partment level provides leaders’ guides, 
pocket-sized fact cards for employees, 
true-false tests and an attendance report 
form for management. In some cases 
copies of current advertising on the 
subject are included. The project oper- 
ates on an every-other-week basis and 
is planned to cover 16 major customer 
services. 

Two of the trust sessions, for example. 
were devoted respectively to wills and 
trusts. Discussion on covered 
points related to the bank’s service as 


wills 


executor, co-executor, administrator, ad- 
and 
probate agent. The results of intestacy 
were examined as well as the dangers of 


ministrator - with-the- will- annexed 


homemade wills and other written ar- 
rangements. The advantages of appoint- 
ing the bank executor were stressed and 
the whole meeting summarized in three 
points: make a will, keep it up to date. 
choose Bank of America as executor, 

The true-false test for this meeting 
covered points related to intestacy, ex- 
ecutorship, and what an administrator 
is As in all meetings, the tests are 
marked and retained by the employees 
themselves, the then explains 
what the right answers are and the em- 
ployees correct their own errors. The 
advertisement shown on this occasion 
pictured a lion-tamer putting his head 
in the lion’s mouth. Text said in part: 
“Sir, if you have made a will, you’ve 
used your head! But the lion’s share of 
the problem goes unsolved unless you 
appoint an executor who can competent- 
ly carry out the provisions of your will. 
Bank of America is ‘king of the jungle’ 
when it comes to handling such affairs 
wisely and well . . .” 


At ihe meeting on trusts discussion 
coverrd testamentary, living and em- 
ploye: benefit trusts. The advantages of 
the C:mmon Trust Fund and the Invest- 
ment und for Retirement Plans were 
explained, as well as the many desirable 
purposes of trusts and reasons for select- 
ing \tank of America as trustee. The 


leader 
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true-false test chiefly emphasized living 
and testamentary trusts as did the se- 
lected advertisement. The latter pictured 
a boxing champ to whom an alert teller 
is remarking, “Sir, one can easily see 
you are a champ in your profession! 
But if you try to invest and handle your 
own ‘winnings and ‘gate receipts’, you 
may get knocked out in the first round! 
For sound management of your prop- 
erty let Bank of America act as your 
trustee.” 


A different type of trust education 
program is fostered by First National 
Bank of Arizona, though both institu- 
tions would no doubt agree that a per- 
sonal recommendation or introduction 
by the commercial officer or employee is 
“worth many reams of formal advertis- 
ing.” This bank includes the following 
steps in its program: 


1. Periodic personal calls are made 
on individual directors and copies of 
TRUSTS AND ESTATES are mailed to 
them. 

2. Top management is informed by 
letter (with copy to persons con- 
cerned) of every instance of new busi- 
ness. Letters signed by top manage- 
ment are sent to the one who obtained 
the and 


business, in some cases a 
lunch with ranking officers is ar- 
ranged. 


3. Periodic meeting's are held at the 
branches with elementary explana- 
tions of how trust department services 
can benefit customers of the branch. 

4. Trust development people call 
regularly at branches or other de- 
partments to keep pre-arranged ap- 


pointments with prospects. At these 


times the trust story is told again to 

bank personnel. 

5. The trust department has a bi- 
monthly section in the bank’s em- 
ployee magazine, used to tell the trust 
story and to give credit to banking 
staff members who have obtained 
trust business. 

6. All members of the trust depart- 
ment are encouraged to establish cor- 
dial personal relationships with all 
other bank personnel. This is con- 
sidered extremely important. Method 
varies with the individual. 

Among the programs in force at the 
Bank of Delaware, Wilmington, is one 
designed to build a closer understand- 
ing between officers and directors. All 
officers at the vice presidential level are 
invited to sit in on all directors’ meet- 
ings as a regular practice. In addition, 
since 1956 selected senior officers have 
been making ten minute reports on some 
phase of their work, one at each regular 
monthly meeting of the directors. 
Among the trust topics presented by vice 
presidents in 1956 and 1957 were the 
organization of the trust investment di- 
vision and the new business division and 
a six months’ report on the results of 
the bank’s new punchcard bookkeeping 
system. In 1958, officers of the next 
lower continued the program, 
one of the talks having been devoted to 
estate settlement. These talks not only 
inform the directors about some particu- 
lar phase of the business but also give 
the board members an opportunity to 
make some appraisal of the officer. 

An annual Directors-Officers Manage- 
ment Conference has been held for each 
of the past two years by Union Bank, 
Los Angeles, and another is planned for 
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1959. All directors and officers of the 
bank down through assistant vice presi- 
dents and trust officers, together with 
wives, are invited. The conference be- 
gins with refreshments and _ entertain- 
ment on a Friday evening. Saturday is 
devoted to an all-day meeting with shop 
talks by department managers and their 
assistants. An informal Saturday night 
dinner concludes the planned part of 
the conference, with Sunday being free 
for each one to do as he wishes and to 
return home at his leisure. Trust division 
officers within the titles mentioned have 
regularly participated in the shop talks. 

One of fields for present and future 
trust business vigorously explored by 
Hartford (Conn.) National Bank & 
Trust Co. is that of services to munici- 
palities. Appointments as certifying and 
paying agent for bonds of Connecticut 
municipalities have always been ac- 


cepted — and these are responsibilities 
specifically called for in Connecticut 
statutes — but in recent years Connecti- 


cut banks have developed an aggressive 
approach to solicitation of this business. 
In doing so they have greatly broadened 
the scope of supervisory and advisory 
services offered to towns and cities. 
After World War II it became ap- 
parent to top management that munici- 
palities generally would be faced with 
the need for tremendous capital outlay. 
Connecticut School construction 
alone between 1950 and 1960 were esti- 
mated to be $250,000,000. Pressure from 
the State Water Commission indicated 
the probability of new sewer disposal 
Hartford National’s 


costs 


systems. name in 


100TH BIRTHDAY 


Marine Midland _ Trust 
Co. of New York recent- 
ly honored Mrs. Irene 
Gibbs Breuchaud, center, 
on her 100th birthday at 
a luncheon at the Hotel 
Plaza. Hosts were George 
C. Textor, president, 
right; and John R. Me- 
Ginley, left, administra- 
tive vice president in 
charge of the Trust De- 
partment. The bank has 
for many years been trus- 
tee and banker for the 
Breuchaud family. Mrs. 





Sunset B. Hasbrook and Jules R. Breuchaud, Jr., standing, are the daughter and son of 

Mrs. Breuchaud . . . The bank presented Mrs. Breuchaud with 100 sweetheart roses and 

made a contribution in her honor to charities of her selection. Mrs. Breuchaud in turn 

presented her hosts with copies of her book, “Memoirs of Montana 1882,” which she 
wrote and published in her 100th year. 





1950 appeared on about $10,000,000 of 
Connecticut municipal bonds, whereas 
today the figure (including state obliga- 
tions) is well in excess of $100 million 
with some 70 communities listed as cus- 
tomers. A recent survey indicates that 
about 40% of Connecticut municipal 
school bonds issued since 1945 are 
serviced by Hartford National as certify- 
ing, paying or co-paying agent. 
Development of this volume of busi- 
ness required concentrated sales and 
service efforts. Contacts with municipal 
officials throughout the state, once estab- 
lished, have to be maintained. This type 
of business has become quite competi- 
tive. The bank becomes adviser to the 
community on money market conditions, 
takes entire charge of the sale of their 
bonds, and attends to such details as 
preparation of the notices of sale, mail- 
ing to underwriters, handling of the sale 
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itself, signing and delivering the bonds. 
The bank works closely with bond coun- 
sel throughout. Evening 
with boards and commissions may nun- 
ber as many as 25 in a year for the con- 
tacting officer. A cardinal principle is to 
remain politically neutral and not be- 
come involved in local issues. Generally 


conferences 


a community will return for assistance 
in new financing, but a change in the 
party in power can cause the loss of the 
account. 

The foregoing concerns bond issues, 
but there are also collateral values for 
the bank — temporary loans and corres- 
pondent bank relations developing from 
close cooperation with a smaller bank in 
the local community. Deposits are a 
lesser factor since these accounts dimin- 
ish rapidly and Connecticut statutes per- 
mit investment of municipal funds in 
federal obligations. This is one of the 
services provided by the bank. 

Municipal financial business has been 
found profitable at Hartford National, 
partly owing to the large volume, since 
service fees are not large and a great 
deal of service is rendered without direct 
compensation. Adding to profitability 
the spread of goodwill and the advertis- 
ing value of having the bank’s name on 
so many bonds, management considers 
municipal finance an important part of 
the trust department’s and the bank's 
over-all operation. 


A Ae 


@ Stock valued at more than $4,000,000 
was distributed this month to 1400 em- 


ployees of Food Fair Stores, Inc., under 
an employee stock purchase plan initi- 
ated in 1953. Employees subscrild te 
57,114 shares at $20 a share in 195: with 
payroll deductions spread over six years 
and interest accruing on payments. Two 
stock splits during these years have iM 
creased the shares to sixty for each 
original thirty-two. 
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By NoraH K. DONOVAN 
Member of the New York Bar 
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Corporate Tax Election to Pass In- 
come and Loss to Shareholders 


n of 
and 
turn 
she 


Edited by ROBERT ANTHOINE. Practising 
Law Institute, 20 Vesey St., New York City 7 
(44 pp. $2.50). 

Based on a tax forum held last Octo- 
jer, this monograph is devoted exclu- 
ively to subchapter S, added by the 
1958 Technical Amendments Act, which 
describes the electing corporation. An 
exception is the outline, found in Appen- 
ix E, of the new provision of the Code 
alowing an ordinary deduction for losses 
m corporate stock. The other appendices 
entain forms of stockholders’ consent 
to the corporate election. This report de- 
«ribes all the conditions which must be 
met in order to take advantage of the 
nw law, noting that regulations on its 
sibstantive provisions had not been is- 
wed at the time of publication. 
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s for JWhat Women Want To Know About 
yrres- § Wills 
from EARL S. MACNEILL. Harper & Brothers, New 
nk in York 16, N. Y. (179 pp. $3.50). 
re a4 @ The reader of this book will immedi- 
imin- ffately become aware of the ease and grace 
5 per: with which the author discusses a host 
ls in @! questions. The ease and grace come 
f the gvom a lifetime of creative attention to 
the problems of family planning. The 
questions come from women throughout 
been the country. The questions are practical, 
ional, varching. The answers are straightfor- 
since Bard, woven together in a vivid story- 
great Mielling way. 
direct § The author uses John and Priscilla 
bility FAlden and their two children in several 
verte jlaylets which illustrate the ultimate in 
an ie amily stability. Jack Smart is the fel- 
siders Ww who can do it himself, to the detri- 
. ; ment of his family’s financial security. 
or. There are many other characters, in- 
yank’s tluding assorted children and relatives, 
a Foxy scrooge and mistress, to repre- 
‘sent real life situations. Through these 
prototypes Mr. MacNeill presents exact 
50,000 information on the law of decedents’ 
" pod estates in 51 U.S. jurisdictions; guides 
_ pone to savings of federal gift and estate 
unde taxes tabl 3 dix) : 4 i. 
niti- ta es in appendix) ; an is 
d to ‘usses, inter alia, pensions, insurance, 
_ «, Poial s-curity, jointly held property, the 
with living «ust d at 
BOT tiene st, and many myths an ; acts 
Two as toy aking and not making a will. 
an He es a conversational manner, yet 
each Never lips into an attitude of underrat- 
*See «so p. 160. 
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ing his audience and never slips off a 
ticklish or complex problem. The au- 
thor’s background as a lawyer, lecturer, 
writer and, until his recent retirement, 
trust department executive qualifies him 
to comment on the role of the trust offi- 
cer and banker in helping plan for the 
disposition of one’s worldly goods, at the 
same time underscoring his frequent ad- 
monitions on the absolute need for expert 
legal assistance in the preparation and 
execution of wills and trust instruments. 

Any man or woman fortunate enough 
to have a family adviser who has the re- 
sources and experience of an Earl S. 
MacNeill does not need to have this book. 
But the legions of others will find it most 
helpful and enjoyable reading. 


Introduction To Perpetuities 


BERNARD JOSEPH RUBENSTEIN. Juris- 
Press, 790 E. 3rd St., Brooklyn 18, N. Y. (288 
pp. $12). 

This book might be likened to a dic- 
tionary of commentary on the _ rule 
against perpetuities. The fifty-eight 
chapters are divided into lettered and 
numbered paragraphs, with abundant 
cross referencing throughout text and 
index. The author intersperses his own 
commentary, which is sometimes dis- 
coursive and sometimes cryptic, with 
references to decisions and legal liter- 
ature. He frequently disagrees with other 
writers in his aim to clarify the rule and 
its application and interpretation. A pro- 
fessor at Brooklyn Law School, Mr. 
Rubenstein is also his own publisher and 
has announced that profits from the book 
are promised to the Student Loan Fund 
at the School. 


Bank Management 


WALTER KENNEDY. Bankers 
Co., Boston, Mass. 228 pp.; $8.50. 


Publishing 


The author’s career in a medium-sized 
bank is the background for an interest- 
ing and practical outline of the func- 
tions and needs of such an institution. 
President of the First National Bank of 
Montgomery, Alabama, and past presi- 
dent of the Trust Division of the Ameri- 
can Bankers Association, his broad ex- 
perience gives authority to his presen- 
tation of the essentials of bank organiza- 
tion and personnel, salary administra- 
tion and pension and retirement pro- 
grams. He also discusses salient fea- 
tures of operations, including good pub- 
lic relations and inter-bank relation- 
ships, together with some sage observa- 
tions on composition of the board of di- 
rectors and bank capitalization and divi- 
dend policies. 

It is appropriate that Mr. Kennedy 
should stress the worth of trustee func- 
tions while warning that they demand 
the utmost in performance. Unless man- 
agement is willing to support the de- 
partment fully and provide an efficient 
staff, this activity is better avoided. 

—T.L.F. 


Making Profits in the Stock Market 


JACOB O. KAMM. World Publishing Co., 
Cleveland 2, O. (Revised edition) 180 pp.; 
$3.50. 

The neophyte who learns early in the 
game that stock market success depends 
more upon knowledge than luck is for- 
tunate. While knowledge alone does not 
assure profits, a sound approach of 
evaluation of worth together with a plan 
of action can do much to avoid costly 
mistakes. In this eminently sensible 
book which avoids too much technicality, 
the beginner will find good advice about 
making a small start, sources of infor- 
mation, factors in values and how to 
implement decisions. Profits can be made 
in stock investment in more than one 
manner but blind speculation rarely pays 
off in the long run. Here one can see 
the overall investment framework as a 
preliminary to further studies in what 
can be, according to the author, “a 
profitable and enjoyable hobby.” 

—T.L.F. 


Personal Finance 


J. B. COHEN and A. W. HANSON. Richard 
D. Irwin, Inc., Homewood, Ill. (Revised edi- 
tion. ) 


This text book of principles and case 
problems, brought up to date from its 
1954 publication, ranges over the entire 
field of how to handle one’s money to 
best advantage, whether in savings, in- 
surance, property acquisition or in vari- 
ous investment media. It discusses charge 
accounts and installment financing, bor- 
rowing from other sources, budgeting, 
social security, taxes and small business 
ownership. Not to be overlooked is a 
discussion of .estate planning and the 
wisdom of proper provision for de- 
pendents through a will. The services 
of corporate trustees are likewise noted 
in connection with discussion of trust 
advantages for certain purposes. 

—T.L.F. 


ARTICLES 


Ultimate Liability for Federal Estate 
Taxes 
RICHARD R. POWELL. Washington Univer- 


sity Law Quarterly, December, 1958 (St. Louis, 
Mo., $1.25). 


Professor Powell urges enactment of 
state apportionment statutes, confined in 
operation to nontestamentary assets. He 
notes that in estates of quite modest size, 
life insurance, joint bank accounts and 
tenancies by the entirety often consti- 
tute important factors, while in really 
large estates the nontestamentary as- 
sets frequently exceed in value the testa- 
mentary assets of the decedent. Thus it 
is not uncommon to find that the federal 
estate tax amounts to a sum as great 
as, or even larger than, the total testa- 
mentary estate. The question of whether 
the federal estate tax should be appor- 
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tioned among all recipients of benefits, 
or should fall upon certain recipients in 
some scheme of priority is often one of 
extreme importance. The author reviews 
the statutory provisions of the seven- 
teen jurisdictions which have enacted 
legislation, and the judicial positions in 
nonstatutory states. He concludes with 
a nine-point plan outlining the details 
to be covered by his recommended ap- 
portionment statute. 


The Use of Life Insurance in Estate 

Planning 

HIRAM H. LESAR. Washington University 

Law Quarterly, December, 1958 (St. Louis, 

Mo., $1.25). 

The unique advantages of life insur- 
ance as an earning asset and in estate 
planning are demonstrated here in con- 
nection with small and larger estates. 
Among the special benefits to be con- 
sidered, the author states, is the liquid 
cash to pay the costs of dying, which in- 
clude, in addition to debts, administra- 
tion and funeral expenses, expenses of 
the last illness, taxes and the care of 
dependents. Insurance is also an earn- 
ing asset, whose value is increased at 
death, when needed, without income tax 
liability for the increase above the 
amount of premiums paid. The various 
specific uses to which insurance may be 
put in estate planning are carefully and 
thoroughly analyzed. 


Tax Planning in Business Purchase 
Agreements, with Sample Clauses 


KENT D. KEHR and GENE M. ZAFFT. 
Washington University Law Quarterly, Decem- 
ber, 1958 (St. Louis, Mo., $1.25). 


The 
ment” 


important “buy-and-sell” agree- 
is considered in connection with 





the tax problems raised by the death of 
a stockholder and the death or retirement 
of a partner. Practical and beneficial 
methods of anticipating and meeting 
these problems are outlined in detail, 
and suggestions are given for protective 
provisions to be included in agreements. 


Security Transfers by Fiduciaries 


ROBERT BRAUCHER. Minnesota Law Re- 

view, December, 1958 (Minneapolis, 14; $2). 

The liability for participation in a 
breach of duty, which has plagued trans- 
fer agents since the 1848 decision of 
Chief Justice Taney, may be considerably 
alleviated by enactment of the proposed 
“Uniform Act for Simplification of Fi- 
duciary Security Transfers.” This act 
has been approved by the American Bar 
Association, and will be promulgated for 
enactment by state legislatures conven- 
ing in 1959. The objective is a uniform 
nationwide system for registering fidu- 
ciary transfers of securities. Professor 
Braucher, chairman of the Committee 
which completed work on the act last 
year, under the auspices of the National 
Conference of Commissioners on Uni- 
form State Laws, analyzes the practical 
effect of the proposed new statute on the 
liability of transfer agents. 


Creditors’ Rights in Future Interests 


EDWARD C. HALBACH, Jr. Minnesota Law 

Review, December, 1958 (Minneapolis 14; $2). 

Traditionally, creditors’ rights in fu- 
ture interests depend upon whether the 
interests are alienable; if so, creditors 
can, in bankruptcy and in many states, 
subject the interests to their claims. 
There is a conflict of opinion whether 
contingent future interests should be 
anger 4 to creditors ’ claims at all. The 
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author reviews the attitude of the dif. 
ferent states on the involuntary alicna- 
tion question, and suggests as a ‘ood 
solution that adopted in Massachusetts 
where remainders and reversions, }both 
legal and equitable may be reached to 
satisfy a judgment — except that sup- 
plementary procedures may not be used 
to reach an interest of speculative value. 
Another solution would be one allowing 
execution except where equity finds it 
preferable to grant a lien and postpone 
sale. The bankruptcy rule is also dis- 
cussed at length. 


How to Choose Right Property and 
Method of Giving to Benefit from 
Gifts to Charity 
GEORGE E. RAY and OLIVER W. HAM. 
MONDS. The Journal of Taxation, February, 
1959 (147 E. 50 St., New York 22, N. Y,; 
$1.50). 

This article cites the alternative 
choices one may make as to type of 
asset, value, basis and other critical 
factors in making gifts to charity. It 
also discusses devices to move deduc- 
tions from one year to another, the use 
of trusts, and the general principles in- 
volved in obtaining tax saving's by proper 
selection of charitable gifts. 


Contingent Remainders and Execu- 
tory Interests: A Requiem for the 
Distinction 


J. J. DUKEMINIER, Jr. Minnesota Law Re- 
view, November, 1958 (Minneapolis 14; $2). 


The criteria which have been used to 
determine whether an interest is to be 
classified as an “executory interest” or 
a “contingent remainder” are traced to 
feudal concepts of vesting and seisin. 
Ancient and modern authorities are re- 
viewed in this treatise, and 
cided during the last fifty years are 
analyzed, in support of the author’s ar- 
gument that the labels now serve no use- 
ful purpose, that they are artificial and 
confusing, and consequently that they 
should be discarded. 


cases de- 


Cutting the “Strings” on Inter Vivos 
Transfers in Contemplation of 
Death 


CHARLES L. B. LOWNDES. Minnesota Law 
Review, November, 1958 (Minneapolis 14; $2). 


Professor Lowndes makes the point 
that the determination of what interes! 
is transferred in contemplation of death, 
and of what is adequate consideration t 
prevent a transfer in contemplation of 
death from being taxable, should be 
made on the basis of the tax effect of the 
transfer and the effect of the cor 
sideration upon the transferor’s taxable 
estate rather than by the rules oi prop 
erty law. In other words, from the stand- 
point of the tax law, the interest which 


is transferred in contemplation 0! death 
is the interest which would otherwis¢ 
be included in the transferor’s taxable 
estate. This concept is shown to apply 
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to a variety of situations, and to have 
been utilized by the Supreme Court in 
certain instances. In joint tenancy cases, 
however, the entanglements and techni- 
calities of property law have obscured the 
issues. 

It is the professor’s recommendation 
that the statute be amended to close 
what he states is “obviously a substan- 
tial loophole in connection with the tax- 
ation of joint estates, and could easily 
develop into a fatal weakness in con- 
nection with the other parts of the 
statute taxing inter vivos transfers.” 
There is much common sense and logic 
in Professor Lowndes’ presentation of 
these arguments and recommendations. 


Deduction of Administration Ex- 
penses in Decedent Estates: Estate 
Tax Return v. Fiduciary Income 
Tax Return 
ROBERT C. NUSBAUM. The Practical Law- 
yer, December, 1958 (133 S. 36th St., Phila- 
delphia 4; $1.25). 

The optimum allocation of certain ex- 
penses between the estate tax return 
and the fiduciary’s federal income tax 
return requires good planning. This ar- 
tide demonstrates how an_ intelligent 
use may be made of the opportunities 
and options given to fiduciaries by the 
1954 Code. Among the considerations and 
questions which must be resolved are: 


The probable size and income of the 
estate and probable time of receipt of 
such income; 

The bracket of the beneficiaries; 

Anticipated duration of period of 
administration; 

Most advantageous fiscal period or 
periods; 

Best timing for payments of ex- 
penses with relation to periods se- 
lected. 


1958 Survey of New York Law 
Trusts and Administration 
RUSSELL D. NILES 


Future Interests 
BERTEL M. SPARKS. 
Succession 
JOHN HUSTON. 


New York University Law Review, December, 

1958 (40 Wash. Sq. So., New York City; $2). 

Both Dean Niles and Professor Sparks 
discuss the 1958 elimination of the “two- 
life” provision in the New York rule 
against perpetuities. Dean Niles considers 
the amended law inadequate for family 
and estate planning, and points out many 
tricky situations which could frustrate 
reasonable plans. Important decisions in 
their »espective fields of commentary are 
also noted by these two authorities; par- 
ticularly one by the Court of Appeals 
on the controversial “pour-over” prob- 
lem, another on the distinction between 
stock dividend and a stock split in trust 
accounting, and another on divided loyal- 
ty When a co-trustee who was also an 
accountant sought compensation from the 
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trust for professional services. New 
York City’s Local Law No. 80, imposing 
a restraint upon a property owner’s right 
to select tenants and buyers, is con- 
sidered by Professor Sparks as likely 
to affect adversely private building in 
the city. 

Professor Huston reviews a number 
of will cases, also those involving in- 
testate succession and administration. 
Included are decisions affecting the 
widow’s share, tax apportionment, ex- 
ecutors’ fees and “pour-over” clauses. 


How to Achieve Tax Saving from 
Sale of Appreciated Property Be- 
fore Death 
NELSON LOW. The Journal of Taxation, Jan- 
uary, 1959 (147 E. 50th St., New York City 
22; $1.50). 

Pertinent points and factors to observe 
in order to save estate taxes by selling 
appreciated property during the life- 
time of an elderly taxpayer are briefly 
commented upon in this article. The 
background of the applicable statute and 
regulations (Code Sec. 691(a)(4)) are 
set forth, with a table showing the com- 
putation of tax savings in a typical situ- 
ation. 


Special Circumstances Indicating Use 
or Non-use of the Marital Deduc- 
tion 
FREDERIC SAMMOND. The Journal of Taxa- 
tion, January, 1959 (147 E. 50th St., New 
York City 22; $1.50). 

Among the considerations affecting a 
decision on the use of the marital de- 
duction clause in wills is the effect of 
double state inheritance taxes in those 
states where the concept of community 
property has not been adopted. Mr. Sam- 
mond discusses this situation and offers 
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his views on other cases in which the 
marital deduction should and should not 
be used. He includes a one paragraph 
marital deduction clause. 


Shareholders Agreements in Closely 

Held Corporations 

ALAN R. JOHNSTON. Illinois Bar Journal, 

December, 1958 (424 So. Second St., Spring- 

field; $1.). 

Problems encountered in drafting vari- 
ous types of agreements to restrict the 
transfer of stock in closely held cor- 
porations are reviewed, with comments 
on the advantages and disadvantages of 
each. They include the “buy and sell ar- 
rangements,” “stock retirement agree- 
ments” and “first option or first re- 
fusal type of agreement.” The author 
advises draftsmen to include a provision 
for the amendment or termination of 
these agreements by consent of the 
parties, and in other eventualities, such 
as insolvency of the corporation. 
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from other states to Missouri. 
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St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancilliary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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How do you 
determine 
“fair market value?” 


When one of your corporate clients is negoti- 
ating for a merger, a consolidation, or out- 
right purchase or sale, the value of the busi- 
ness should first be established as a basis for 
arriving at the consideration to be paid. 

If the company is one of the vast majority 
whose securities are not openly traded, even 
a comparative value is not easy to determine. 

Securing an American Appraisal report, 
prepared especially for this purpose, is a 
well-accepted method for establishing fair 
market value. Each report is carefully docu- 
mented with the factual data assembled, the 
valuation of this data, a comparison of the 
company’s securities with openly traded se- 
curities of similar companies, as well as 
marketability and opinion factors. 

We'll gladly send you our booklet No. 502, 
“Valuation of Closely Held Corporate 
Stocks.” 


SINCE 1896...LEADER IN PROPERTY VALUATION 


The AMERICAN 
APPRAISAL 


Company® 
Home Office: Milwaukee 1, Wisconsin 
Offices in 18 Cities Coast-to-Coast 
















Ancillary 


Administration 


on Florida’s 
West Coast 








BANK of DUNEDIN 


DUNEDIN, FLORIDA 


Member Federal Deposit Insurance Corporation 
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“WE CAME HOME TO WARREN PLACE” 


A Guide to Non-retirement 
or LIFE ON THE OLD PLANTATION 


by Grace and Gilbert Stephenson 


Reviewed by C. C. 


AR MORE THAN AN AUTOBIOGRAPHIC 
| rtinees of a very active “farm” 
life, this personal account of the daily 
activities of the First Family of the 
Trust Business recaptures the charm of 
the Old South on their ancestral North 
Carolina plantation. Its detailed report 
of the home and community interests is 
a colorful story of the blending of a 
busy “retired” life with the delightful 
amenities of the Old South. 


The self-sufficiency the Stephensons 
describe is not that of armchair farmers 
escaped from the city’s hurly-burly but 
a product of the plantation system and 
a variety of civic, recreational and busi- 
ness activities that stand in sharp con- 
trast to the usual concept of “resticity.” 
It is must reading for anyone planning 
retirement to estate-farming or rural re- 
tirement. Proximity to a college pro- 
vides a continuous stream of cultural op- 
portunities, but from the pre-breakfast 
horseback ride to the evening discus- 
sions with visitors from far places or 
the outlining of a talk on Estate Plan- 
ning, Warren Place is both beehive and 
sanctuary. 

Those who have read GTS’s books 
and articles on Trust business or heard 
him lecture at the Graduate School of 
Banking or talk at conferences, and been 
will 
here meet them as citizen and _philos- 
opher. Their editorial duet includes, for 
instance, most astute and sympathetic 
observations on the relations and con- 
tributions of colored and white folks, 
and their vast reading shows up here 
again in the quotation from the famed 
Booker T. Washington: “In all things 
that are purely social we can be as sep- 


privileged to know ‘Miss Grace,’ 


arate as the fingers, yet one as the hand 
in all things essential to mutual pro- 
gress.” And Mr. Stephenson goes on to 
observe from good vantage point: 
“Colored people, the same as white, 
cherish this separateness of their home 
life . . . Social association, like .forms 
of salutation, cannot be forced.” 


When he speaks of disappointment 
that “so few take care of physical com- 
forts and conveniences that we gladly 
would provide” and suggests that in 
course of time more home ownership and 
the effect of home economics courses in 


Luhnow, Editor 


school will develop the requisite pride, 
he does so with the understanding we so 
much need in our present precipitate 
course. With this prelude he relates the 
“most impressive prayer” of a colored 
minister at a commencement exercise: 
“Oh, Lord, prop thou us up on our 
leanin’ side.” 

It may come as a surprise to urbanites 
that there are real plantations in fruit- 
ful operation today, that the better parts 
of a genteel way of life can be — and 
have been — preserved through genera- 
tions. But it takes someone as sensitive 
to the ideals of Trusteeship as Gilbert T, 
who concludes his observations of the 
enjoyments of country life thus: “Let me 
pass on to three of the lasting satisfac- 
tions: the steady improvement of the 
physical, material side of Warren Place 
and other places; our work with the 
young people; and the continuation of 
my work as a trustman.” 

Just to take one of these satisfactions: 
besides providing entertainment for 
young and old at picnics or swimming 
parties around the pond, or helping with 
church and school affairs, Mr. Stephen- 
son spends many hours in individual 
counselling and group discussions on 
Estate Planning. That he conceives this 
as not merely “financial mechanics” but 
as a means of continuity for meaningful 
living, is well exemplified by closing re- 
marks on the pleasure of planning for 
the day of retirement: 


“With increasing life 
modern businessmen may look forward 
to another ten or fifteen years of ac: 
tivity. With their own accumulations and 
the generous allowance their employer 
makes, they have no further financial 


expectancy. 


worries But really, will they be 
free men? That will depend upon 
whether they retire from everything they 
love and understand — their busines 


— or whether they retire to something 
else — their cultural avocations .. .” 

“Warren Place” is not the story of 
mere house and land but of the trans 
formation which can be made in them 
to the enjoyment and usefulness of ‘hose 
who furnish the rooms and nurture the 
soil of the whole community wit) the 
spirit and open-heartedness of pere nmi! 
youth. 
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ESTATE TAX 


our Replacement value of life insurance 
policies included in decedent’s estate. At 
time of her death, decedent possessed 
four insurance policies on life of her 
husband. Two of these policies had been 
taken out by her husband, who later 
had assigned all his right, title and in- 
terest in policies to her as beneficiary. 
Policies had been delivered to decedent 
and she paid all premiums. Two remain- 
ing policies had been applied for and 
issued to decedent. Commissioner in- 
duded all four policies in decedent’s es- 
tate at their replacement value at time 
of her death. Executor contended that 
decedent had no ownership in policies 
which had value because upon her death, 
her heirs or executors took nothing. 
HELD: For Commissioner. Decedent 
during lifetime had valuable rights in 
policies, including cash values and power 
to modify rights of contingent benefi- 
aries. Policies were properly includible 
in decedent’s estate at replacement val- 
ues. Est. of E. M. Donaldson v. Comm., 
31 T.C. No. 74, Jan. 16, 1959. 
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Marital deduction disallowed for ter- 
minable interest in insurance proceeds. 
Surviving spouse was primary benefi- 
tary of five insurance policies. Proceeds 
were to be retained by company which 
would make monthly interest payments. 
Wife was given right to make withdraw- 
ils in whole or in part on any interest 
payment date. No more than four par- 
tial withdrawals could be made in any 
me year, nor could any withdrawal be 
less than $50.00. Should wife die during 
period of settlement, balance of proceeds 
was to be paid equally among named 
secondary beneficiaries. In determining 
marita! deduction, Commissioner ex- 
cluded value of policies. 

HEI.D: For Commissioner. Wife had 
‘erminable interest in policies since pro- 
teeds transferred to wife could ultimate- 
ly pass from decedent to persons other 
than urviving spouse. Furthermore, 
Wife ¢'d not possess general power of 
appoin ment over proceeds exercisable 
m all events. Est. of T. C. Werbe v. 
U.S. D.C. S$. D. Ind., Nov 10, 1958. 


INCOME TAX 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 
Foosaner, Saiber & Schlesinger, Newark, New Jersey 


cedent’s accounts receivable are de- 
ductible by fiduciary. Decedent at date 
of death was possessed of substantial 
accounts receivable, which were collected 
after death and distributed to benefi- 
ciaries named in will. In first year of 
collection, fiscal year ending in July, 
1952, fiduciary reported collected ac- 
counts receivable as income, and by rea- 
son of distributions to beneficiaries, 
claimed like deduction. Commissioner dis- 
allowed deduction on ground that de- 
ductions are allowable under 1939 Code 
for distributions to beneficiaries only 
with respect to income earned by estate 
during administration. 

HELD: For estate. In section 162(c) 
of 1939 Code reference is to “income 
received” by estates. It is not limited 
to income “earned” by estate during its 
administration. In absence of any Con- 
gressional intendment to except income 
received by estate, deduction was allow- 
able. (Under section 661 of 1954 Code, 
deduction here involved is specifically al- 
lowed.) Midland National Bank of Bill- 
ings v. U.S., D.C. Mont., Jan. 5, 1959. 


Contribution of real estate to employ- 
ees’ trust did not result in capital gain. 
Employer transferred real estate to ex- 
empt employees’ trust in satisfaction of 
contribution under plan. Under terms of 
trust, company was under no obligation 
to make contributions to trust. Contribu- 
tions were to be made in such amounts 
as company should from time to time 
determine. Income tax deduction in 
amount of fair market value of real 
estate at date of contribution was 
claimed on employer’s tax return. Fair 
market value of property was greatly 
in excess of basis of property to cor- 
poration. Commissioner asserted defi- 
ciency on ground that corporation real- 
ized capital gain to extent of difference 
between basis of property and fair mar- 
ket value. Company paid deficiency and 
sued for refund. 


HELD: In contributing property to 
trust, company did not receive any 
money, nor equivalent of money, since 
no debt or obligation was discharged. 
There was, therefore, no “amount real- 
ized” from its contribution to trust. 
Since no amount was realized, no capital 
gain attaches to transaction. (District 


Court refused to follow contrary de- 
cision in International Freight Corp. v. 
Comm., 135 F. 2d 310 (2nd Cir. 1943).) 
General Shoe Corp. v. U. S., D.C. Tenn., 
Jan 13, 1959. 


Legal obligation to make contributions 
not prerequisite for exempt status of em- 
ployees’ retirement trust. Plan provided 
that contributions were to be made by 
company in such amounts as company 
should from time to time determine, It 
further provided that company was un- 
der no obligation to make any contri- 
butions at any time. Plan was approved 
by Commissioner. Upon subsequent ex- 
amination of allowability of tax deduc- 
tion for contribution made to plan by 
company, Commission asserted that plan 
did not qualify for tax exemption in 
first instance since company was not 
under any obligation to make any con- 
tribution. Deduction was _ disallowed. 
Company paid deficiency and instituted 
suit for refund. 


HELD: For taxpayer. Law does not 
require that employer have legal obli- 
gation to make contributions to trust in 
order for trust to be exempt. Company 
had made no _ misrepresentation to 
Commissioner. Exempt status could not, 
therefore, be denied on this ground. 
General Shoe Corp. v. U.S., supra. 


GIFT TAX 


Annual gift tax exclusion not allow- 
able where distributions depended on 
need. Taxpayer created trusts providing 
for distributions to minor grandchildren 
upon their attaining age 21. Income was 
to be accumulated, but could be paid to 
beneficiary at trustee’s discretion should 
such beneficiary need money for support 
or education and be unable to provide 
it. Donor claimed gift tax exclusions, 
which Commissioner disallowed. 

HELD: For Commissioner. Gifts were 
of future interests, since beneficiaries 
could not demand distributions at any 
time, but only in instances of need. C. 
Thorrez v. Comm., 31 T. C. No. 70, Dec. 
31, 1958. 


Consent to joint gifts must be made 
when return filed. Donor filed timely gift 
tax return, but his wife did not execute 
consent to have his gifts considered made 
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one-half by her. Three years later and 
prior to deficiency being asserted by 
Commissioner, donor filed amended re- 
turn, in which wife executed necessary 
consent. Commissioner refused to recog- 
nize amended return as consent of both 
parties. 


HELD: For Commissioner. Under doc- 
trine of gift tax election, taxpayer can- 
not change his mind to detriment of 
Commissioner. Consent could not be sig- 
nified after return had been filed. C. 
Thorrez v. Comm., supra. 


No exclusion allowable where persons 
other than beneficiaries could receive 
gift. Under terms of trust, trustee was 
required to distribute trust income an- 
nually to named beneficiaries. Trustee 
also had discretion to invade trust corpus 
to provide for support, maintenance, 
care, education, illness, and emergency 
needs of beneficiaries or any member of 
beneficiaries’ immediate families. Com- 
missioner disallowed annual] exclusions 
claimed against gifts made to trust on 
ground that they were gifts of future 
interests. 


HELD: For Commissioner. Although 
gifts were gifts of present right to in- 
come, their value was not ascertainable 
because trustee in his sole discretion 
could wipe out primary beneficiaries’ in- 
terest in income by distributing corpus 
to members of beneficiaries’ families. R. 
J. Fundhouser, et al. v. Comm., 17 T. C. 
M. 1958-222, Dec. 31, 1958. 


REVENUE RULINGS 


Estate Tax: Value of life estate quali- 
fies for credit for tax on prior transfers. 
Decedent and her sister were lifetime 
income beneficiaries of residual testa- 


mentary trust under their father’s will. 
Upon death of either, survivor was to 
receive income for life. Decedent died 
within ten years after her father’s death. 
Value of residual trust had been taxed 
in father’s estate. 


Service rules that value of life estate 
qualifies for credit for tax on prior 
transfers, notwithstanding fact that it is 
not included in gross estate of trans- 
feree decedent. Under section 2013 of 
1954 Code, which allows credit, it is not 
necessary that property transferred be 
identified or traced through transferee’s 
estate. As long as property was included 
and taxed in transferor’s estate, it quali- 
fies for credit, nothwithstanding fact 
that such interest is not included in 
transferee decedent’s estate. Rev. Rul. 
59-9, I. R. B. 1959-2, p. 18. 


Gift Tax: Income payments to charity 
from charitable residue are deductible as 
gifts of income. Decedent left two wills. 
One left residue of estate to specified 
charities, whereas second left entire es- 
tate to noncharitable legatees. Will con- 
test ensued and was resolved by provid- 
ing for fractional share of residue to 
charities named in will. Income which 
was earned during period wills were be- 
ing contested was paid to charities to- 
gether with fractional share of residue. 


Service rules that since charities re- 
ceived right to portion of residue, which 
in turn included right to pro rata share 
of estate income, payment is deductible 
as gift of income to charity. Estate was 
required to pay charities their aliquot 
share of estate income and such share 
constituted charitable deduction to es- 
tate. Rev. Rul. 59-15, I.R.B. 1959-15, p. 
10. 
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We invite you to use the complete facilities of our experienced 
trust department to fulfill your fiduciary needs in Iowa. 
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NATIONAL BANK 


Member Federal Deposit Insurance Corporation 
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Income Tax: Deposit of funds of «x. 
empt employees’ trust in employer. 
grantor bank not “prohibited trans:ic- 
tion.” Bank established profit-sharing 
trust meeting requirements for tax ex. 
emption. Funds of trust, in amount jin 
excess of that insured by Federal )e- 
posit Insurance Corporation, were placed 
in checking account with 
grantor bank. 


employer- 


Service rules that maintenance of funds 
in checking account during interim pe- 
riod will not constitute “prohibited trans- 
action,” since funds are not being lent 
without adequate security, nor are funds 
being diverted to creator of trust or for 
purposes other than exclusive benefit of 
employees or their beneficiaries. Rey. 
Rul. 59-29, I.R.B. 1959-4, p. 11. 


Income Tax: Profit sharing plan limit- 
ing coverage to employees not entitled 
to overtime pay under Fair Labor Stand- 
ards Act does not automatically qualify 
as non-discriminatory. Employer estab- 
lished profit-sharing plan which limited 
eligibility for participation to those em- 
ployees not entitled to overtime pay as 
defined in Fair Labor Standards Act of 
1938, as amended. This Act provides that 
overtime pay provisions shall not apply 
to those employees employed in bona fide 
executive, administrative, professional or 
local retailing capacity, or in capacity 
of outside salesmen. Salaried or clerical 
employees cannot be exempt from over- 
time provisions of Act if they receive 
less than $80 and $95 per week, respec- 
tively. 

Service rules that classification here 
will not, standing alone, meet non-dis- 
criminatory provisions of sections 401 
(a) (3) (B) and 401 (a) (4) of 1954 
Code. In particular cases, however, class- 
ification may not be objectionable pro- 
vided other facts and circumstances show 


plan is non-discriminatory. Rev. Rul. 
£9-14, ILR.B. 1959-3, p. 8. 

Income Tax: Voluntary employees’ 
beneficiary association providing for 


benefits to persons other than employees 
and dependents does not qualify for ex- 
emption. Association, created under 
declaration of trust, provided for pay- 
ment of life, sick, accident, or other bene- 
fits to employees of any person, firm, or 
corporation participating in plan. Addi- 
tionally, full-time owners, partners, and 
members of board of trustees, who were 
not employees of participating employees, 
could qualify for benefits. 

Service holds that association is not 
voluntary employees’ beneficiary @SS0- 
ciation within purview of section 501(c) 
(9) of 1954 Code, where it includes em- 
ployers or individuals other than em- 
ployees. Moreover, inclusion of non-em- 
ployee trustees for benefits violates basic 
exemption requirements of Federal 10 
come tax law. Rev. Rul. 59-28, !.R.B. 
1959-4, pv. 10. 
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imely Reporting = 
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Dues 
Capital Gains 
Excise 
Sales 
Severance 
Liquor 
Wages 
Use 


q Franchise 

Or Every Need: Bonk 
Bonds 

Tobacco 


Occupancy 
import 


on Every Tax 


No matter what the tax, no matter who the tax- 
payer, you will find what you want thoroughly 
covered in one or more of the great tax family 


of CCH TOPICAL LAW REPORTS. 


New tax laws, amendments, regulations, rul- 
ings, decisions, and the like, pour into the 
editorial offices of Commerce Clearing House 
in a never-ending stream. 





Payroll 
Stamp 
Transportation 
Property 
Chain Store 
Withholding 
Gasoline 
Inheritance 
Legacy 

CCH Tax Editors transform this important, License 
needed tax information into efficient working Death 
tools and rush it to subscribers all over the Poll 


country in pertinent issues of CCH Tax Reports. 
; ’ Gross Receipts 
That’s why we say: “Whatever the tax, CCH 


Communications 
reports on it... fully, accurately, helpfully, Fuel 
quickly.” Oils 


Send for Yoer FREE Tax Book ! 


Effectively, Continuingly— 
CCH Reports on Such Tax Topics as: 


Stock Transfers 


Commerce Clearing House, Inc. 


Succession —. 
Unemployment Insurance 
Old-Age Benefits 
Admissions 

Personal Holding Companies 
Motor Carriers 

Motor Vehicle 

Mortgage Recording 
Financial 

Utilities 

Regulatory License 
Disability Benefits 
Amusement 

Investment Companies 
Accumulated Earnings 
Social Security 
Insurance Companies 


Corporations 
Occupational License 
Capital Stock 
Individuals 

Capital Changes 
Retailers’ Excise 
intangibles 

Safe Deposit Boxes 
Initial Corporate Fees 
Bowling Alleys 

Slot Machines 

Stock Sales 
Occupational 
Manufacturers’ Excise 
Self-Employment 


... plus full-scale coverage of 
Canadian taxes, tax treaties, 
and all the rest. : 


| 4025 W. Peterson Ave., Chicago 46, Illinois 


Send us our complimentary copy of “Tax Saving 


Use this handy coupon to request your 
complimentary copy of “Tax Saving 
Ways With Capital Gains.” Points out 
clearly and simply major federal income 


tax’ SAVING WAYS 
witH 


State Taxes 
aL GAINS : : CO 
o- tax angles to be considered in every- 


day tax situations. C) Liquor Toxes 


(_] Federal Income Taxes 


[_] Federal Excise Taxes 


Ways With Capital Gains.” Also send further details 
about CCH’s swift, dependable reporting on tax topics 
indicated — no obligation, of course: 


[_] Estate and Gift Taxes 
[_] Social Security Taxes 
[_] Canadian Taxes 
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TYRONE POWER, motion picture star, 
left an estate estimated at $5 million. 
In his will he expressed a wish to have 
his eyes donated to the Estelle Doheny 
Eye Foundation. After giving his wife 
all jewelry and personal effects, with the 
request that she keep what she desired 
and distribute the rest to those “she 
believes to be my dearest friends, as she 
thinks best,” Mr. Power left the rest of 
his estate in trust with California Bank 
of Los Angeles and an individual, also 
named as executors, to be divided into 
equal shares, one for the actor’s widow, 
one for a sister, one for each of three 
children, including one born after his 
death but excluding an adopted child. 
Net income is to be paid at least quar- 
terly to each beneficiary except that 
during minority the trustees are directed 
to pay or apply so much of the income 
as they deem advisable to the legal 
guardian of the property of such minor 
(the Bank), or the person with whom he 
may reside or directly to the minor. 

Each minor shall receive the entire 
corpus and accumulated income upon at- 
taining majority; and if death should 
occur prior thereto, the amount is to 
be paid to his estate. 

Net income from the trust for Mrs. 
Power is to be paid to her during her 
lifetime and upon her death the corpus 
is to be used to augment the trusts for 
any issue of their marriage. The trust 
for the sister shall continue during the 
life of herself and the testator’s mother, 
net income to be paid to the sister and 
upon her death to her mother, and at 
the death of the survivor the corpus to 
be added to the share set aside for separ- 
ate trusts for the actor’s children. 
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There is a provision to the effect that 
any trust for a child of the testator is 
to terminate upon the death of the last 
survivor of such child and her law- 
ful issue, or when the unconsumed corpus 
shall be less than $10,000, whichever 
shall first occur; and that in any event 
each testamentary trust shall cease and 
terminate upon the death of the last 
survivor of the testator’s wife, sister, 
mother and each of his lawful issue 
living at the time of his death. Also, up- 
on the ultimate termination of the trusts, 
except those for the wife and sister, the 
corpus of each shall go to the then liv- 
ing beneficiary; and should there be no 
such eligible beneficiary then living, the 
remainder of that trust shall be divided 
into equal parts, one for each trust un- 
der which there are living beneficiaries, 
and shall be used to augment the same. 
Upon the termination of the last of the 
trusts, if there be no widow or lawful 
issue then surviving, the whole remain- 
der of the estate is to go to The Mo- 
tion Picture Relief Fund, Inc. 


CHARLES F. KETTERING, engineering 
genius of the automotive industry and 
former executive of General Motors, left 
the bulk of his estate, estimated at more 
than $200 million, to his son Eugene. 
His will, a mere page and a half in- 
cluding the attestation clause, made gifts 
to seven relatives to a total of $25,000, 
payable in five equal annual installments. 
Stock of C. F. Kettering, Inc., was be- 
queathed to the Charles F. Kettering 
Foundation, in sufficient amount to 
bring the Foundation’s holdings of that 
stock up to 3000 shares, the remainder 
of the Kettering company stock to go 
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to an inter vivos trust established op 
July 1, 1958. The Winters National F:ank 
and Trust Company of Dayton, and 
Eugene Kettering, were named execu. 
tors under the will and are also trustees 
of the inter vivos trust. 


FRANK J. CLANCY, board chairman of 
the Buffalo Courier-Express, and former 
president of the New York State Circv- 
lation Managers Association, appointed 
Marine Trust Co. of Western New York 
and a friend as executors and trustees, 
The will disposed of an estimated $230, 
000 estate between a brother and two 
sisters, Irene and Alice. The brother's 
share was left to him outright, while 
those of the sisters were directed to be 
held in trust with net income, plus prin- 
cipal if necessary to bring the annual 
amount to $2,400 to be paid during their 
lifetime. Upon the death of Irene, one- 
half the remaining corpus of her trust 
is to be paid to the brother or his widow, 
and the balance to the trust for Alice. 
Upon the death of Alice, her issue will 
receive the remainder of her trust and 
her one-half interest in the other sis- 
ter’s trust. By a codicil all personal ef- 
fects, household furniture and jewelry 
were given to the individual co-executor, 
with the request that he “distribute said 
personal effects, household furniture and 
jewelry pursuant to directions I have 
heretofore given him.” 


SOLOMON J. JACOBS, son of one of the 
original signers of the constitution of 
the New York Stock Exchange, estab- 
lished a trust for his widow in an 
amount equal to $300,000 or one-half 
his net estate, whichever is greater; such 
net estate to be the sum remaining after 
debts, expenses, taxes and legacies. Net 
income from this trust, but not less than 
$20,000 yearly, is to be paid at least 
quarter-annually and in the year when 
her death occurs she is to receive the 
net income to the date of death but not 
less than $10,000. Mrs. Jacobs also re- 
ceives 12 monthly installments of $1000 
commencing the first month following 
her husband’s death. 

Upon the death of Mrs. Jacobs the 
trust is to be divided into four equal 
parts, one part to be given outright to 
a nephew and one part added to a trust 
for him; likewise as to a niece. A legacy 
of $5,000 goes to each child of the 
nephew and niece. Another niece gets 
$25,000. Various charitable and re 
ligious organizations are designated 10 
receive gifts totaling $48,500. 

The residue of the estate is divided 
in the same manner as the remainder of 
the trust for Mrs. Jacobs. Upon the 


death of. the beneficiary of each such 
trust, the corpus goes to six charitable 
and religious organizations. 

The United States Trust Comp2ny of 
New York, the testator’s wife and 
nephew are named executors, the ‘rust 
company and nephew also being esig- 
nated as trustees. 

TRUSTS AND EF: “ATES 
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CLAIMS — Priority of Government 
Claims and Those of Beneficiaries 
of Trusts Ex Maleficio 


South Carolina—Supreme Court 

Want v. Alfred M. Best Co., Inc. and United 
States, 105 S.E. 2d 678. 

Samuel Want, a lawyer of Darlington, 
§, C., died testate on December 9, 1953. 
This proceeding was brought in the 
Common Pleas Court by his executrix, 
in which she joined as defendants all 
yrsons having claims against the es- 
tate, for the purpose of settling the 
estate. 

Decedent had been co-executor of the 
Estate of Jacob A. Want, out of which 
there was pending at the time of his 
ath a petition to the Tax Court con- 
ering alleged estate and gift tax lia- 
lilities claimed to be owing by decedent 
as transferee. The Common Pleas Court 
ssued an order joining the United States 
asa party and requiring it to prove in 
this action its claims against the Samuel 
Want Estate or else be barred. The 
United States did not appeal from this 
nder and later filed an intervening 
jetition alleging that the decedent had 
converted various assets of the Jacob 
A, Want Estate to his own use, and al- 
kging his liability both as transferee 





and by virtue of Section 3467 of the 
Revised Statutes (31 USCA § 192), for 
inome tax assessments in the _ total 
amount of $143,139. 


There were also claims totalling over 
300,000 by claimants on account of 
monies left with Mr. Want under various 
treumstances to be invested for them 
aid which were allegedly commingled 
with his own funds and used for other 
purposes than those for which the funds 
Were given to him. It was claimed that 
these creditors were cestuis que trust ex 
maleficio, and that their claims were 
brior to all except those of administra- 
tin expenses, and certain funds which 
Were specifically traceable into bank ac- 
‘ounts and which were clearly not funds 
of the decedent .The Common Pleas 
Court held that Such claims were trusts 
x mal-ficio and accorded them the pri- 
ority sought, 

HEI.): The order making the govern- 
Ment 2 party and requiring it to prove 
ts claia, or be barred from participating 
thereir until after payment of claims 
ever in the case, did not violate the 
soverr ment’s immunity from suit. It was 
4 proceeding in rem and the Common 
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FIDUCIARY 
DECISIONS 


Pleas Court, having assumed jurisdiction, 
retained jurisdiction until the estate was 
settled. The fact that there was a pro- 
ceeding pending in the Tax Court did 
not preclude the government from as- 
serting such claims in the proceeding to 
settle the insolvent estate of the de- 
cedent; and further by bringing the gov- 
ernment into the action and requiring it 
to prove therein its claim, the executrix 
waived such rights as she had to insist 
upon the Tax Court’s determination of 
liability of the decedent with respect to 
proposed deficiency transferee liabilities. 

However, the record indicated an un- 
accounted for balance of $14,672 in funds 
of the Estate of Jacob A. Want, and 
the government’s claim to that extent 
was allowed as a preferred claim. 

The various claims alleged to be 
based upon trusts ex maleficio and al- 
lowed as such by the lower court were 
nothing more than general claims, for the 
reason that there was no indication in 
the record that the claimants could trace 
their monies into any particular fund or 
property in the hands of the executrix. 
If a trustee commingles a trust fund 
with his personal funds and thereafter 
becomes insolvent, the trust fund does 
not by the mere commingling lose its 
identity, provided the cestui can sub- 
stantially identify the funds. In such 
circumstances, a trust ex maleficio exists 
because the commingled funds constitute 
a trust res. Substantial identification, 
however, is necessary, for there can be 
no cestui except there be a trust res. 
Such claimants, therefore, occupy the po- 
sition of creditors and not as cestuis que 
trustent, and, as such, their claims are 
subordinate to funeral and administra- 
tive expenses and to dower and home- 
stead, and in this case, to the priority 
of the Government to the extent of 
$14,672. 


CLaims — Source of Payment of 
Debts Where Residuary Bequest 
Lapses 


California—District Court of Appeal 


Estate of Anderson, 166 A.C.A. 37 (Dec. 11, 


1958). 

Mrs. Anderson’s will bequeathed among 
other legacies $25,000 to Gray and gave 
the residue to Gray, his wife and an- 
other. Gray died before testatrix. Not 
being related to testatrix, the cash legacy 
and residuary bequest to him lapsed 
(Probate Code § 92). Probate court or- 
dered resort for payment of debts, ex- 
penses of administration and pecuniary 
legacies first to the $25,000 legacy, then 
to the intestate one-third of residue. Ef- 
fect of this was to prevent lapsed cash 
legacy from increasing share of the two 
surviving residuary legatees. 

HELD: Error. Lapsed $25,000  be- 
quest become a part of residue, which to 
extent of Gray’s one-third was undis- 
posed of by the will. Expenses and lega- 
cies are payable from this one-third. Re- 
sult of the decision, increasing the resi- 
due by $25,000, is that the two surviving 
residuary legatees received $8,333.33 
more than they would have received un- 
der Probate Court’s order. 


COMMUNITY PROPERTY — Husband’s 
Interest in Joint E Bonds Does Not 
Go to His Heirs 


Texas—Supreme Court 
Ricks v. Smith, 318 S.W. 2d 439. 


HELD: A _ husband’s heirs are not 
entitled to his community interest in 
Series E Bonds purchased during mar- 
riage and payable to the husband “or” 
his wife. This is so not because the 
federal regulations overcome state law, 
but because of the “contract” between 
husband and wife which becomes a part 
of the bonds. 

COMMENT: A _ dissenting opinion 
points out that Texas community proper- 
ty law would raise a serious question as 
to the validity of the majority’s reason- 
ing had the wife died first. This case 
points up the difficulty, under Texas law, 
of transactions between husband and 
wife concerning the community property. 
It is not dispositive of any question to 
say, as does the majority, that “the pur- 
chase of the bonds was by a contract 
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which created a property right.” Fur- 
ther, as the dissent points out, § 46 
Texas Probate Code requires a written 
agreement between joint owners (which 
was not here present) if the property 
is to pass to the survivor rather than 
the heirs of a decedent joint owner. 


DISTRIBUTION — Bequest to Witness 
Not Invalid 


California—District Court of Appeal 


Estate of Herman, 166 A.C.A. 52 (Dec. 11, 


1958). 

Herman’s will was witnessed by only 
two witnesses, one of them his sister, 
Pearl, to whom he gave an automobile 
and household furniture. The executor 
petitioned for leave to sell the automobile 
and household furniture on the theory 
that since Pearl was a witness to the 
will the bequest to her was void. 


HELD: Order directing sale reversed. 
The total amount of the bequest being 
less than Pearl would have taken had 
decedent died intestate, the bequest to 
her was valid (Probate Code § 51). It 
followed that the court was in error in 
directing sale of specifically bequeathed 
property, there being ample estate not 


specifically devised to pay debts and 
charges of administration. 
DISTRIBUTION — Petition to Claim 


Escheated Property Must Follow 
Statute Strictly 


Oregon—Supreme Court 


Rogers v. Holmes, 67 Ore. Adv. Sh., No. 9, p. 
507. 


By reason of a finding that there were 
no heirs, an order was entered directing 
distribution of the estate of Albert 
Reichel to the State of Oregon, pursuant 
to the statutes of escheat. No appeal 
was taken by the then Alien Property 
Custodian. 


Thereafter, the Custodian apparently 
learned that the decedent had a sister 
who lived in Germany and died prior to 
the death of her brother, leaving five 
children who were aliens at the time of 
their uncle’s death. In June, 1950, about 
two years after the escheat, the Custo- 
dian issued an order vesting in the 
United States the purported interests 
of the nieces and nephews. Pursuant to 
the order, the Attorney General of the 
United States, as successor to the Cus- 
todian, brought a proceeding under ORS 
120.130, to recover the property. 


ORS 120.130 provides that within 10 
years after a judgment or order of 
escheat, a person not a party or privy 
to the proceeding may file a verified pe- 
tition in the circuit court showing his 
claim or right to the property or pro- 
ceeds. Such petition must be verified by 
the oath of the petitioner and state, 
inter alia, the petitioner’s age and resi- 
dence, and that the petitioner claims the 





property as the heir or next of kin, set. 
ting forth the relationship of the de. 
cedent, 


The petition here was not verified by 
any of the purported heirs but by an 
Assistant U. S. Attorney. It did not 
state that the alleged heirs were German 
aliens at the time of decedent’s death 
and did not state the ages and places 
of residence of the heirs, nor that all oy 
any of them were residents of Germany 
at that time. The trial court dismissed 
the proceeding upon a demurrer. 


HELD: Affirmed. A sovereign state 
cannot be sued without its consent. Any 
statute permitting such a suit is in 
derogation of the state’s sovereignty 
and must be given a strict construction. 


The Custodian was in court not as 
an heir nor as a representative of an 
enemy heir or an assignee or transferee, 
but as an owner of whatever interest, if 
any, such heirs may have had in June, 
1950. The Custodian obtained no greater 
title or interest than that of the alien. 
Inasmuch as the statute was a matter 
of grace, it would have to be strictly 
followed and in this case was held to be 
a personal privilege of the heir, and the 
right could not be assigned or trans- 
ferred in any manner, In this form of 
proceeding the statutes of the United 
States are not paramount to those of 
the State. 


JURISDICTION — Appeals from Pro- 
bate Court Orders 


Florida—District Court of Appeals, 2nd District 


Appeal of Syracuse University, 105 So. 2d 906; 
In re Juen’s Estate, 105 So. 2d 908; In re 
Juen’s Estate, 105 So. 2d 911. 


The three cases involve the same pro- 
cedural question which was _ resolved 
identically in each case. Prior to July 
1, 1957, the Constitution of Florida pro- 
vided that any party could take an ap- 
peal from an order of the Probate Judge 
to the Circuit Court and from the Cir- 
cuit Court to the Supreme Court. The 
appeal was a matter of right. A new 
judicial section of the Constitution be- 
came effective July 1, 1957 under which 
appeals from the Probate Courts were 
allowed to the District Court of Ap 
peals. No appellate jurisdiction in pre 
bate matters was vested in the Circull 
Court or the Supreme Court under the 
new Constitutional provision. 


In each of the three .ases, appeals 
were taken frbm orders of the Probate 
Court to the Circuit Court prior to the 
effective date of the new Constitution 
but decided by the Circuit Courts afte! 
the new provision had become effective 
Thereafter, further appeals were take! 
to the District Court of Appeals. Mc 
tions to dismiss appeals were made 0 
the ground that the District Court of 
Appeals had no jurisdiction to consider 
appeals from the Circuit Court. 
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HELD: Motions to dismiss the appeals 
jenied. No right to appeal from a Cir- 
ait Court to a District Court of Ap- 
peal existed but the District Court of Ap- 
peal had power to review the decisions 
if lower courts by certiorari and these 
yppeals would be treated as petitions 
fr certiorari. 


FIDUCIARIES Rights of Person 
Whom Trustee May Consult and 
to Whom Account is to be Ren- 
dered 


Massachusetts—Supreme Judicial Court 


Hillman v. Second Bank-State Street Trust Co., 
1958 Mass. 1131. 


The petitioner, Mrs. H., brought a 
yetition for instructions, including a pe- 





tition for a declaratory judgment, 
wainst the trustee of an inter vivos 
ust. Clause Two of the trust instru- 
nent provided that the trustee was to 
jay to or apply for the benefit of the 
vttlor’s incompetent daughter such por- 
tions of the income or principal as it 
emed advisable. It further provided 
that in making payments, etc., the trus- 
te might apply to Mrs. H. for advice, 
ad should be protected in acting upon 
auch advice. 

Clause Six provided that the trustee 
hould furnish an annual accounting to 
\rs. H. during the daughter’s lifetime 
ad her assent to the account should be 
conclusive as to all transactions shown 
therein; and her assent should be con- 
(usively presumed unless within thirty 
days from its receipt she notified the 
trustee of her refusal to assent. 

HELD: Mrs. H. was not entitled to a 
declaratory decree defining her rights 





under Clause Six, as she did not allege 
facts sufficient to show the existence 
tt nature of any immediate controversy 
& to her allegations of the controversy 
oncerning her right to be consulted 
ibout the daughter and to be reim- 
iursed for expenses of visiting her, it is 
\uestionable whether she had any stand- 
ig sufficient to enable her to seek de- 
laratory relief on this dispute. The trust 
instrument was perfectly clear as to the 
trustee’s duties with respect to con- 
sulting with Mrs. H. It used the word 
“may,” and that is permissive rather 
than mandatory. 


Even though Mrs. H. would be acting 
in a fiduciary manner in assenting or 
disapproving of the account, this would 
hot make her a party to the trust, or 
‘ven an advisor whose advice must be 
Sought in advance. Her power under 
Clause Six was confined to a scrutiny 
of the account after the event, and did 


hot imply any right to be consulted in 
advance. 


= H. had no duties to perform un- 
er Clause Two unless the trustee asked 
for her advice. 
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LIFE TENANT & REMAINDERMAN — 
Apportionment of Stock Splits 
Denied 


Pennsylvania—Supreme Court 


Cunningham Estate, The 
1/14/59, Vol. 140, No. 9. 


Legal Intelligencer, 


This case involved the 1954 stock split 
of General Electric stock and the 1951 
stock split of Gulf Oil Corporation. The 
decedent had died in 1933 and in both 
instances the stock had been purchased 
by the trustees between 1939 and 1951. 
Both corporations had capitalized earned 
surplus to support the increase in shares. 


HELD: Apportionment denied. In 
view of the fact that the Uniform Prin- 
cipal and Income Act of 1945, substan- 
tially re-enacted as the Principal and In- 
come Act of 1947, abolishes the Pennsyl- 
vania stock apportionment rule, but ap- 
plies only to estates and trusts created 
after enactment, the application of the 
rule is limited to the four events well 
established by prior decisions, namely, 
(1) the distribution by the corporation 
of an extraordinary cash or stock divi- 
dend, (2) liquidation of the corporation, 
(3) sale of the stock by the estate or 
trust and (4) the issuance of stock 
rights. The complexities of present day 
corporate financing have rendered the 
apportionment rule unworkable and 
made its application depend as much 
upon guesswork and speculation as upon 
facts. Since the facts in this case did 
not come within any of the four cate- 
gories, apportionment is denied. 


LIFE TENANT & REMAINDERMAN — 
Apportionment of Extraordinary 
Stock Dividends Determined 


Pennsylvania—Supreme Court 


Harvey Estate, The Legal Intelligencer, 1/14/ 
59, Vol. 140, No. 9. 


The decedent who died in 1939 owned 
the original General Electric shares 
which were split in 1954, but the Court 
held for the same reasons set forth in 
Cunningham Estate, decided the same 
day, that the split was not an appor- 
tionable event. However, the decedent 
also owned stock of the Insurance Com- 
pany of North America, whose stock 
distributions it was agreed were extra- 
ordinary stock dividends and therefore 
apportionable under the rules laid down 
in the Cunningham case, The question 
then arose as to how the values for the 
apportionment process were to be de- 
termined. The Court made the following 
determinations: 

1. The corporate book value, rather 
than market value, of the corporate 
shares is to be used in determining the in- 
tact value and the value of the shares to 
be allotted to principal and to income 
at the time of the apportionable event. 

2. Such book value is to be based on 
the market value of the underlying cor- 
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porate assets at the time of the appor- 
tionable event provided such value can 
be readily ascertained without relying 
on opinions or estimates, that is, market 
value of listed or over-the-counter se- 
curities is acceptable but not the esti- 
mated value of corporate real estate, for 
example. 

3. In computing the amount of earn- 
ings which are to be distributed to the 
income beneficiaries unrealized profits on 
corporate assets should be excluded. 

The Court described the formula for 
applying the Pennsylvania rule as fol- 
lows: 

(a) The intact value of the stock 
held by the trustee and involved in the 
split must be determined. This is the 
corporate book value at the decedent’s 
death or at the time of acquisition de- 
termined as set forth in No. 2 above. 

(b) The intact value thus ascertained 
is then divided by a value per share as- 
signed at the time of the apportionment. 
This value is the corporate book value 
per share as determined in No. 2 above 
as of the time of the apportionable event. 
The result is the number of shares re- 
quired to preserve intact value. In no 
case can this number be less than the 
number of shares at the inception of 
the trust or thereafter purchased. 

(c) If there is an excess of shares 
over the number required to preserve the 
intact value, the dollar amount allow- 
able to income is ascertained by deter- 
mining the amount of earnings accumu- 
lated and undistributed by the corpora- 
tion during the period that the stock 
was held by the trust. In this determina- 
tion the unrealized profits in corporate 
assets are excluded as set forth in No. 
3 above. 

(d) The value per share must be di- 
vided into the amount of accumulated 
and undistributed earnings determined 
in (c). This divisor again is the cor- 
porate book value per share as defined in 
No. 2 above. This gives the number of 
shares to be allotted to income from the 
stock distribution as of the time of the 
apportionable event. 

(e) If the shares allotted to income 
are less than the number of shares re- 








“Stop apple polishing, Begley! I only 
sent you out for a cheese sandwich!” 


maining after the establishment of in- 
tact value, the excess is retained in 
principal. 


REAL PROPERTY — Devise to Corpo- 
ration Not Barred by Constitution 


Missouri—Supreme Court, Div. 1 
McCaleb v. Shantz, 318 S.W. 2d 199. 


Testatrix devised certain St. Louis real 
estate to a corporation organized under 
the general business corporation laws of 
Missouri. Residuary devisees claimed 
that the devise was void because of 
Article XI, Section 5, Missouri Consti- 
tution 1945, which provides: 


“No corporation shall engage in_ busi- 
ness other than that expressly authorized 
in its charter or by law, nor shall it hold 
any real estate except such as is neces- 
sary and proper for carrying on its legiti- 
business ; that 


mate provided, any cor- 
poration may hold, for ten years and for 
such longer period as may be provided by 


general law, real estate acquired in pay- 
ment of a debt, by foreclosure or other- 
wise, and real estate exchanged therefor.” 


In a proceeding to quiet title and for 
partition, the trial court rendered a 
judgment favorable to the residuary de- 
visees. 

HELD: Reversed. The constitutional 
provision is not expressly prohibitory so 
as to make void a conveyance or device 
of real estate which might be unneces- 
sary for the corporation’s business. The 
provision is regulatory only, and a de- 
vise or conveyance of unnecessary real 
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estate passes title thereto to the © or- 
poration, 

Accordingly, the legal title to the :ea] 
estate in question vested in the or. 
poration as of the time of testat:ix’s 


death. Thereafter, the questions of 
whether the corporation’s title was \oid- 
able, and all other pertinent matters are 


determinable only in a proper action by 
the State of Missouri against the 
poration. 


cor- 


REVOCATION — Marriage Does Not 
Impliedly Revoke Antenuptial Will 


New Jersey—Supreme Court 
In re Santelli, 146 A. 2d 449. 


Supreme Court of New Jersey certi- 
fied appeal on its own motion to decide 
following question never before decided 
in courts of this State: Does marriage 
impliedly revoke man’s antenuptial will. 


Court reviewed common law and law 
of other states such as New York and 
Pennsylvania which provide that ante- 
nuptial will of husband or wife which 
does not provide for survivor results in 
intestacy as to survivor. Right to inherit 
property, however, is creation of legis- 
lative enactment of state. With obvious 
knowledge of common law rules with 
respect to effect of marriage and birth 
of issve on antenuptial wills of both 
husband and wife, New Jersey Legisla- 
ture enacted statute providing that re- 
gardless of when marriage occurred, will 
made when testator had no issue living 
would be revoked by unmentioned or un- 


lative policy was to limit common law 
doctrine of revocation to afterborn child 
or children regardless of when will was 


executed in relation to marriage, court § sep 


concluded that marriage does not im- 
pliedly revoke husband’s antenuptia] will. 


REVOCATION — Nominal Bequest to 
Future Spouse Bars Revocation 
Upon Marriage 


California—District Court of Appeal 

Estate of Bridler, 165 A.C.A. 533 (Nov. 24, 

1958). 

Testatrix’ will, executed seven days be- 
fore her marriage to Bridler, declared 
she contemplated marriage with him and 
gave him all articles of personal, do- 
mestic, or. household use, jewelry, furni- 
ture, automobiles, ete., and $100, and 
declared that the gift was to be de 
livered free of estate and inheritance 
taxes. Section 70, Probate Code, provides 
that if a person marries after making 4 
will and the spouse survives the maker, 
the will is revoked as to the spouse “un- 
less provision has been made for the 
spouse by marriage contract, or unless 
the spouse is provided for in the will, 


in such way mentioned therein 2s 1 
show an intention not to make suc. pre 
vision.” The property bequeathed ‘0 the 
husband was appraised at more thal} 
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$4,000, an amount less than 3% of the 
appraised value of the estate. 


HELD: The husband was “provided 
for in the will” within the meaning of 
Section 70. Determinative fact is not the 
size of the gift to the spouse but the 
fact that testator has made a provision 
affirmatively showing he had the particu- 
lar person in mind as a contemplated 
spouse. 


SPOUSE’S RIGHTS — Separate Prop- 
erty Disposed of by Will Not Sub- 
ject to Award in Lieu of Homestead 


Washington—Supreme Court 

In re Bubb’s Estate, 153 Wash. Dec. 117, 331 

P, 2d 859. 

In 1941 Alfred and Rose Bubb en- 
tered into a separation agreement to the 
efect that all property owned by either 
prior to their marriage, and all property 
acquired by either subsequent to the 
agreement should be the separate proper- 
ty of the parties. Thereafter, they lived 
separate and apart. In 1952 Rose’s 
daughter by a former marriage bor- 
rowed money from Alfred, evidenced by 
a promissory note. Alfred borrowed the 
money to lend his stepdaughter by giv- 
ing as security stock that was con- 
eded to be his separate property. Al- 
fred died in 1956, willing his separate 
property to his children by a former 
marriage. Rose, as surviving spouse, pe- 
titioned to have the stepdaughter’s note 
st aside to her as an award in lieu 
of homestead. The probate court denied 
the petition. 

HELD: Affirmed. The stepdaughter’s 


S note, representing funds borrowed on 
| Alfred’s 
5 pledge of his separate property, was his 


separate credit, secured by 
separate property, and having been 
otherwise disposed of by his will, it 
was not subject to the petition to set 
aside property in lieu of homestead. 


TAXATION — Estate & Inheritance — 
Calculating Graduated Inheritance 
Tax Rates 


Washington—Supreme Court 
In re Lloyd’s Estate, 153 Wash. Dec. 177, 332 
P. 2d 44, 
Gertrude Lloyd willed her estate to 
two brothers and a sister. They received 
the following shares of the net estate: 


Carol $54,220, Royden $30,150, Arnold 
$21,510, 


The Tax Commission computed the 


§ theritance tax by applying the grad- 


lated rates applicable to Class “B” bene- 
fciaries (brothers and sisters) to the 
total of the several amounts passing to 
the legatees, The legatees contended that 
the rates should have been applied to 
the separate amounts received by each of 
them individually, which would bring 
them within lower tax brackets. The 


Trial Court sustained the Tax Commis- 
sion, 


FeBruary 1959 


HELD: Affirmed. The statute provides 
that on any amount passing to Class 
“B,” the graduated rates shall be ap- 
plied, and that the taxes imposed and the 
exemption with respect to each class of 
beneficiaries shall be apportioned among 
the beneficiaries in such class in pro- 
portion to the amount receivable by such 
beneficiary. Had the legislature intended 
that the tax be computed on the separate 
amounts receivable by the individual 
legatees, there would have been no rea- 
son for the enactment of the apportion- 
ment provision. The tax need not be 
levied at the same rate regardless of 
the amount involved, because even if it 
is an estate tax it is a tax on the trans- 
fer of property and not on the property 
itself. The tax is constitutional. 


TAXATION — Estate & Inheritance — 
Tax Clause Not Applicable to Non- 
probate Assets 


California—District Court of Appeal 

Estate of Moore, 165 A.C.A. 503 (Nov. 24, 

1958). 

Decedent’s will provided that all es- 
tate, inheritance and other taxes should 
be paid out of the residue, adding: “It 
is my will and desire that all pecuniary 
and specific legatees shall receive their 
legacies in full without reduction for 
taxes.” 

HELD: Surviving tenant with dece- 
dent of joint bank account was required 
to pay her share of estate taxes under 
Probate Code Section 970, requiring pro- 
ration of taxes unless will directs other- 
wise. Will was held to limit taxes pay- 
able out of residue of estate to such as 
would be incurred by passing of proper- 
ty disposed of by the will. 


WILLS — Construction — Date for 
Determination of Descendants on 
Termination of Trust — Contest 


Clause Upheld 


Missouri—Supreme Court, Div. 1. 
Commerce Trust Co. v. Weed, 318 S.W. 2d 
289. 

Testator, who died in 1927, bequeathed 
$100 to his son James “if he be living, 
whose address is unknown to me; but 
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should my executor be not able to lo- 
cate my said son within one year after 
my death, then this bequest shall be 
null and void * * *.” 

The residue of the estate was placed 
in trust to pay the income equally to 
two daughters and a daughter-in-law. 
Upon their death the share of the in- 
come to which they were entitled was to 
be used for the lineal descendants of 
such deceased daughter or daughter-in- 
law; and if none then the share of the 
income should be divided among the 
survivors and/or the lineal descendants 
of any deceased daughter or daughter- 
in-law. 

The trust was to terminate when both 
daughters and the daughter-in-law died 
and all of their children reached 21 and 
the trust estate paid over to the testa- 
tor’s lineal descendants, per stirpes. In 
case of the death of the daughters, the 
daughter-in-law and all lineal descend- 
ants prior to the final termination of the 
trust, the trust estate was ot be paid 
over “to my heirs at law, whoever they 
may be at the time of such termination, 
according to the laws of the State of 
Missouri then in force.” 

The will also provided that if any 
beneficiary should attempt or aid in an 
attempt to oppose the admission of the 
will to probate or to have it declared 
invalid, such beneficiary would forfeit 
all right “to any part of my estate and 
any and all bequests I have made to 
them or their descendants under this 
will.” 

Testator was survived by one son, two 
daughters, and eleven grandchildren (one 
by adoption). 

It was agreed that the trust ter- 
minated in 1955 upon the death of testa- 
tor’s daughter-in-law, thus bringing in- 
to effect the provision that the trust 
estate shall be paid over to his lineal 
descendants, per stirpes. The persons 
who would have been lineal descendants 
of testator at his death were not in all 
instances the same as those who would 
be his lineal descendants determined as 
of the termination of the trust. The son 
James had contested the will and had ac- 
cepted a settlement. James died before 
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the trust terminated, leaving a widow 
and three children. 


HELD: 1. The remainders of the lineal 
descendants were contingent and did not 
vest until the trust terminated, at which 
time they vested in testator’s lineal de- 
scendants then surviving, except that the 
children of the son who contested the 
will could not share because their in- 
terest had been divested by their father’s 
action. 


2. The adopted grandchild of testator 
was entitled to take as a lineal descend- 
ant. 


The will indicated an intention that 
the beneficiaries should be limited to 
those in the family blood stream. To hold 
that the remainders vested at testator’s 
death would result in a sharing by per- 
sons who were not blood relatives. It 
would also result in the rare provision 
of giving the two daughters both a life 
estate and a vested remainder. It would 
also result in giving the son James an 
interest in addition to the $100 to which 
testator apparently intended to limit 
him. Most significant was the provision 
that if all beneficiaries died prior to 
termination of the trust, it should be 
paid over to testator’s heirs at law. If 
the remainders vested at testator’s death, 
he had no right to make such a pro- 
vision, 

The adopted grandchild was a “lineal 
descendant” of testator as that phrase 
was used in the will. She was adopted in 
1909, 18 years prior to testator’s death. 
Testator regarded her as his grandchild. 
By the 19438 and 1947 Acts all distinc- 
tion from children born in lawful wed- 
lock was removed as to _ inheritance 
rights. Application of these Acts did not 
make them unconstitutional because the 
remainders were contingent and there- 
fore no vested rights were affected. 

The no-contest clause deprived the 
son James and his children from shar- 
ing, even though James acted in good 
faith and with probable cause to be- 
lieve that the will was invalid. The clause 
specifically applied to descendants of 
James, so there was no question of in- 
terpretation. 


WILLS — Construction — Date for 
Determining Heirs of Decedent 
South Carolina—Supreme Court 
Dean v. Lancaster, 105 S.E. 2d 675. 


Dean devised property to his son AI- 
fred and his wife, Gertrude “during the 
life of the survivor of them, and after 
their death to go to their children, and 
if they should die without leaving chil- 
dren, then the same shall revert to my 
estate and become a part thereof and 
shall be divided among my heirs accord- 
ing to the Statute of Distribution * * 

Alfred died childless in 1910 and Ger- 
trude later remarried and is still living. 

The lower court held that the heirs 
who are to take the property upon Ger- 


we 99 
° 


trude’s death are to be ascertained a 
of the date of Alfred’s death. 


HELD: Affirmed. Upon the death of 
Alfred, childless, in 1910, the contingent 
remainders were converted into vested 
ones and became transmissible, and the 
heirs must be determined not later than 
this date. Where a decedent directs that 
in a certain event after the expiration 
of a particular interest, the estate shall 
go to his heirs or those determined by 
intestacy, the date of determination js 
the date of his death and not at the 
time appointed for their taking unless a 
different intent is plainly manifested jn 
his will. 


WILLS — Construction — Definition 
of Heirs Determined as of Life 
Tenant’s Death 


Missouri—Supreme Court, Div. 1 


Thomas v. Higginbotham, 318 S.W. 2d 234. 


Testator devised an undivided one-half 
interest in real estate to his son Robert 
for life, and at his death to his children 
absolutely but in the event he left no 
issue, to son Charles for life, and at 
his death his heirs at law absolutely. 
Similar interests and cross remainders 
were created in the other half devised 
to Charles. In the event both sons died 
without living issue, the real estate 
vested absolutely, at the death of the 
survivor of them, in the heirs at law 
of the survivor. 

Robert died in 1935 with no issue sur- 
viving him, Charles died in 1956, sur- 


vived by his widow and two children. § 


The two children brought a quiet title 
action against the widow, 


one-half of the 


testator died (which would have ex- 
cluded the widow). The trial court held 


that the “heirs at law’ of Charles were j 


determinable under the statutory defini- 


tion in force at the death of Charles,} 
the life tenant. This gave the widow aj 


one-half interest. 


HELD: Affirmed. The particular issue J 
has not previously been decided in Mis- 


souri, but the weight of authority favors 


the view that the statutory definition of] 


the term “heirs at law” in force at the 


date of the death of the life beneficiary | 


should control, “Heirs at law” as used i 


this will should be construed as meaning } 
that the remainder should pass under} 


the law of descent and distribution i 
force when the event (death of the set 
ond life tenant) occurred. 

The widow became an heir by vi! tue 
the 1955 Probate Code, which contained 
a “saving clause” that “‘no accrue‘ right 
shall be impaired by its [the Code’s] 
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contending 
that the widow had no interest in the 
real estate devised to} 
Robert for life, then to Charles for life, § 
then to vest absolutely in the heirs atf 
law of Charles. The basis for this con-f 
tention was that the “heirs at law” off 
Charles should be determined under the 
statutory definition in force when thef 
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provisions.” The “heirs at law” of 
Charles were not ascertained prior to 
his death. His children had no vested 
or accrued interest prior to his death. 


WiLLs — Construction — Rule in 
Shelley’s Case 


Texas—Court of Civil Appeals, Eastland 
Finley v. Finley, 318 S.W. 2d 478. 


Testatrix devised property to her son 
“during his natural life to be used and 
enjoyed by him so long as he shall live,” 
and on his death to his legal heirs. A 
second devise to the same son, in the 
testatrix’ husband’s will, left real estate 
“to be used and enjoyed by him so long 
as he shall live,” and upon his death 
to “the legal heirs then living of my 
said son, according to the statutes of 
descent and distribution now in force 
in Texas.” 

HELD: The first devise gave the son 
a fee simple estate under the Rule in 
Shelley’s Case notwithstanding specific 
language in the will that he should have 
a life estate only, and not a fee simple. 
The second devise gave him a life es- 
tate, and not a fee simple. The reason 
for the distinction was that the phrase 
“legal heirs then living” in the second 
will contemplated a specific class of per- 
sons capable of being determined, and 
not a continuous succession from genera- 
tion to generation. 

COMMENT: The case is important in 
that it emphasizes that Texas still fol- 
lows the Rule in Shelley’s Case, but that 
wills will be construed so as to find that 
the Rule does not apply. 


WILLs — Probate — Instruction to 
Jury on Burden of Proof 


Mississippi Supreme Court 
Rumley v. Clayton, 106 So. 2d 678. 


The sole devisee under T’s holographic 
will filed a petition in the Chancery 
Court for probate. Two of T’s heirs at 
law contested the petition, claiming the 
will was not written by T. T’s friends 
testified that in their opinion the instru- 
ment was written by T. A handwriting 
expert compared the writing in the will 
with other recognized writings of T and 
concluded with his opinion as to why he 


| did not think T wrote the will. The in- 


y issue § 
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struction to the jury advised that peti- 
tioner has the burden to show by a pre- 
ponderance of the evidence that the will 
Was wholly written by T and if it is 
found that this burden has not been met 
“and it is uncertain and doubtful in your 
minds,” a verdict should be rendered 
agains! the will. The jury denied pro- 
bate and petitioner appealed complain- 
Ing of the instruction. 

HELD: Affirmed. The case presented 
4 direct conflict on the facts for a de- 
termi: ition by the jury and the proba- 
tive force of the evidence was a question 
for the jury to decide, The instruction 
‘omplicd with the proper standard of the 
burder of proof. 


Peprt ary 1959 
i 


WILLs — Probate — New Issue on 
Contest May Not be Raised on 
Appeal 


Nebraska—Supreme Court 
Estate of Gleason, 92 N.W. 2d 705. 


Timely appeal was taken from a judg- 
ment of the County Court, admitting the 
will to probate, by an heir who had not 
appeared in that court, the heir alleging 
that the will was procured through un- 
due influence. Evidence on that issue was 
not permitted. 


HELD: Affirmed. Appeal may be 
taken from judgment of County Court. 
admitting will to probate, by interested 
party whether or not he appeared in 
County Court and contested the probate. 
However, issues on appeal are limited 
to those raised in County Court and is- 
sues in County Court are due execution 
and testamentary capacity. The issue of 
undue influence cannot be raised in first 
instance on appeal. 
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Aceumulation Trust Goes to 
Alma Mater of One Year 


The sum of $430,000 will go to Smith 
College under a bequest from a woman 
who attended for only one year in 1879. 
Miss Mary Reynolds Clarke, who died in 
1950 and was last known to the College 
as a librarian in Gardner, Mass., in 
1905, left her residual estate in trust 
to her executor and trustee, Rhode Is- 
land Hospital Trust Co., Providence, to 
accumulate the income and reinvest un- 
til the original sum of about $250,000 
increased in value to $400,000, at which 
time the entire principal was to be paid 
over to Smith College. 


The will stated that as Miss Clarke 
could not “foresee the exact use” she 
might prefer for the bequest, the College 
should not be limited in the matter. She 
suggested, however: “at least two 
scholarships” in memory of a sister, with 
preference to students from her family 
home in Whitinsville, Mass., or her later 
home in Kingston, R. I.; and a chemical 
laboratory to be known as “The Clarke 
Laboratory.” 


A A A 


Tax INSTITUTE IN SAN ANTONIO 


St. Mary’s University School of Law 
will hold a two-day Institute on Estate 
Planning and Federal Taxation at the 
Hilton Hotel in San Antonio on March 
5th and 6th. Joseph Trachtman of New 
York, legal editor of TRUSTS AND Es- 
TATES, William J. Bowe, author of a 
two volume treatise on Estate Planning 
and Taxation, and Leonard L. Silver- 
stein, Tax Consultant to the House 
Ways and Means Committee and Small 
Business Administration, will be among 
the eleven speakers. 


“WHY DELAWARE?” Tax and trust 
laws of the State of Delaware 
facilitate the accumulation, man- 


agement and conservation of 
property by corporations and 
non-residents. Write for “Why 
Delaware?” our new booklet sum- 
marizing these benefits. 
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New York Lawyers and 
Accountants Agree 


The New York State Bar Association 
and the New York State Society of Cer- 
tified Public Accountants have conclud- 
ed a Joint Statement with respect to the 
inter-relationship of the two professions, 
particularly in the tax field, and provid- 
ing for machinery to resolve disputes 
which in the future may arise between 
them. 

While pointing out that certain areas 
of professional activity are solely within 
the competency of one profession or the 
other and that certain other areas are 
within the competency of both, emphasis 
is placed upon the propriety in the pub- 
lic interest of close collaboration between 
members of both professions in those 
large areas, especially in the tax field, 
where the legal and accounting aspects 
are interrelated and overlap. 

The Statement also provides for the 
establishment of a “Joint Practice Com- 
mittee of Lawyers and Certified Public 
Accountants,” which will be charged 
with the investigation of alleged improp- 
er interprofessional conduct by either a 
lawyer or a certified public accountant. 
The Committee will report its findings 
of the facts and where appropriate will 
make recommendations as to the dispo- 
sition of matters before it. 


& 2B A 


Offers Graduate Course in 
Estate Planning 


A graduate course in “Estate Plan- 
ning” is being offered this semester by 
the departments of Accountancy and 
Law at City College’s Baruch School in 
New York. The factors to be considered 
in planning an estate will be examined: 
valuation of business interests, life in- 
surance, trusts, the interrelationship of 
gift and estate taxes, the estate problems 
of the corporate executive and those of 
the small business owner; and the var- 
ious methods of transferring ownership 
of a business. 

A A A 
82 “MILLIONAIRE” GIFTS AND BEQUESTS 

Eighty-two gifts and beauests of more 
than a million dollars each represented 
a total of over half a billion dollars for 
American philanthropy in 1958. The sum 
of all contributions set a new record 
estimated at $7.1 billion compared with 
$6.7 billion in 1957. 

“Big Gift” figures compiled by the 
American Association of Fund-Raising 
Counsel, Inc., showed that of $544,840,- 
902 donations in 1958 more than 46% 
came from bequests. Living donors gave 
$60 million, seven corporations gave $13 
million and 42 foundations contributed 
$125 million. 
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Planning at Underwriters 
School 


“The Estate Planning Team in Action” 
will be the theme of the 16th Life Un- 
derwriting School at the University of 
Connecticut in Storrs during the week 
of July 27. In announcing plans for the 
School, Laurence J. Ackerman, dean of 
the UofC School of Business Adminis- 
tration, pointed out that participants 
will work from a comprehensive case 
history, taken from the actual experience 
of a life underwriter. 


Topics to be covered include: Stock 
Valuation Techniques; The Role of the 
Trust Company in Estate and Business 
Planning; The Place of Trusts in Estate 
Planning; The Role of the Life Under. 
writer in Estate and Business Planning; 
The Role of the Lawyer in Estate and 
Business Planning; and Resolving the 


Legal Problems. 


Information about fees and program 
can be obtained from Miss Dorothy 6G. 
Lundblad. School of Business Adminis. 
tration, UofC, Storrs, Conn. 
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Hours of his time save hours of yours 


THE HOURS A Connecticut General man spends 
on research for one of your clients are a vital 
part of his way of working. They should inter- 
est you, the attorney, for two reasons: 


First, sound, all-inclusive notes result from 
those CG man-hours. These point out how a 
client can use his resources better to bring his 
lifetime goals nearer. 


Second, they can save you hours by eliminating 
the need for much time-consuming background 
research. The notes pinpoint your client’s prob- 
lems. You are able then to give those problems 


the full benefit of your analysis and counsel. 


The CG man knows his job. His professional 
manner and thorough preparation will make 
him a welcome caller. 


In short, those hours may well mean the begin- 
ning of a lasting relationship between you and 
the man from Connecticut General. 
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